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assures recovery of fixed charges 
_ $y 


SANGAMO DEMAND INSTRUMENTS 


The increasing dissimilarity of modern loads of commercial customers 
makes it impractical to use averages in establishing a sound basis 

for recovery of fixed charges. The large proportion of plant investment 
in relation to the total cost of service deserves exact determination 

of demand. This can best be done by measurement. Sangamo Lincoln- 
Type WD Demand Meters are simple, accurate, and economical 
instruments for this purpose. Sangamo Demand Instruments are 
available in an extensive line—designed for your particular needs. 
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A eR pe ema ene 


How Important are JETS in Gas Burners? 


Une outstanding point which distinguishes Barber Burners is their patented jet designs. For 
ertain units (including most conversion and water heater burners) the famous standard Bar- 
jet, with unique auxiliary air feed, operating on atmospheric pressure, produces the hot- 
st, best directed flame, and the highest combustion available. On burners for other appli- 
es, and those designed to burn Butane and Propane, or any of the special or bottled 
» we furnish slotted cap, or other special jets—always supplying the correct jet for the 
and specific application involved. We also make adjustable valve jets for laboratory 
industrial purposes. 


engineering care which Barber devotes to the design of jets shows the expert knowledge 
which we approach your individual burner problem. We make scores of types of units, 
dreds of variations in size and shape, for every purpose. A quarter of a century of serv- 
@ to hundreds of gas appliance builders proves the merit of Barber engineering. Let our 
jialists work with you to perfect the burner, which is the heart of any gas appliance you 
ie, sponsor, or sell. 


Send for latest Catalog on Appliance and Conversion Burners, and Pressure Regulators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


7ARBER BURNERS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Editor—Hewry C. Spurr 
Managing Editor—Francis X. Weicu 
Associate Editors—Extsworts Nicnors, New H. Durry, Rate S. Cup, Wiitram B. WuicHarp 
Financial Editor—Owen Ety 
Assistant Editors—M. C. McCaxtuy, E. M. Perenicu | 





Public Otslitres 
ortut 7 tly 








4 
VoLUME XXXVII pron 20, 1946 NUMBER 13 
Contents of previous issues of Pustic Uritities FortNiGHTLy can 
be found by consulting the “Industrial Arts Index” in your library. 
Gao LEA IL CDAD EE LEN INL ONE Sat 809 
“Train Radio Communication” .................-.....-..--0--0+e0--+ (Frontispiece) .............. 810 
The Electrical Industry Out for the Consumer’s Dollar....John H. Ronayne .......... 811 
Employee Relations As Viewed by a Supervisor .................. Kimball I. Jack ............ 818 
Translating Electric Power into Oil for War ................---- James H. Collins .......... 827 
eee OE Ee Ce I cep cds ctgtckinsinsvnscsnncnncvantiictnsovandonnscisiensiienctiiansietla naan eds 835 
capper "TPODay OUI nisi natin sceeenenchiomnepeienin 837 
We ie endl. Wr tonne Crane inns a accessions enn senile 841 
Financial News and Comment ......:..............---.s.---cccsseeeseeee Cotes Fly... tee. 845 
We Re. COU are THI iti hieesinichnilbinnesinisicscimniisininitininapbecitings dicdiciapinansptaaaeenn 851 
Public Power Inroads Told in Utility Annual Reports 
Don’t Hide Your Electric Light under a Bushel of Doubts 
“Tine Dhanels oF Tr ihc ccc ee Rll tinnis tnntcniiaenaa 859 
eee Tec Tite Ti nascent Actin 867 
Se TE! SPE: ee eT ee eRe eee 873 
EI I UII cc ances hse va cecakepesece scien ees Guages on oaboncopn estastooe shale 874 
Advertising Section 
INE ON: GO TEN osetia asso reer ner erinicinrteanedhensigapeaiiindhsioceeccinngeidei liming 6 
ie ee eee tasks. os) osetia oe oes kk Re ce lee 10 
ee SER <2  -o euistetinhighinamibhouitneneaticapegesvaiialataaannnaaibies 12 
eee ey CREE IE TT ERT RE OT OEY Se eS Tan 25 
ee nn ee ee AN ROLE Re dy NE. 2 «5 ure 36 





This magazine is an open forum for the free expression of opinion concerning public utility 
regulation and allied topics. It is supported by subscription and advertising revenue; it is not 
the mouthpiece g any group or faction; it is not under the editorial supervision of, nor does 
it bear the endorsement of, any organisation or association. The editors do not assume 
responsibility for the opinions expressed by its contributors. 


PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Pema CAIRO ios chk ccunegdiwiaxénversenencsand CANDLER BUILDING, BALTIMORE 2, MD. 
Executive, Editorial, and " Advertising te | ee MUNSEY BUILDING, WASHINGTON 4, D. C. 
(Address all communications concerning the FortNIGHTLY to Munsey Building, Washington 4, D. C.) 











Pustic Urizities Fortnicutiy, a magazine dealing with the problems of utility regulation and _ allied 
sepies, including also decisions of the regulatory commissions me courts, preprinted from Public Utilities 
New Series, w~ Reports being supported in part by those conducting — a service, 
pon rs, bankers, accountants, and other users. Entered as ngs tg matter rope 1915, nae 
the Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. = 193 copyrighted 
by Public Utilities Reports, Inc. Printed in U.S.A. 


PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 
JUNE 20, 1946 4 : 








Public Utilities Fortnightly 


RIiFEEIb 


TRISTAND 














gives you a smart 
vise and handy work- 
bench all in one... 


R 13 








. 809 
. $10 
. Sil 
. $18 
. 827 
. $35 
. $37 
. $4] 
_ $45 @ Carry it easily to the job, 
851 set it up on its tip-proof fold- 
in legs—and you’ve got unus- 
859 ual working convenience. 
867 Roomy tray for dope pot, oil 
873 can, handy slots for tools, a 
874 pipe rest to make cutting or 
threading easier, 3 benders 
6 that won’t dent pipe — and 
10 either yoke or chain vise with 
1? LonGrip jaws that hold pipe 
95 . firmly without scratching. 
6 More for your money; 


ask your Supply House for 
RIGAID Tristands. 


x — | ae | 


W 
« WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.S. A. 
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N” long ago one of the comedians 
on a radio program gave a droll 
twist to the old quip, “The operation was 
a success; but the patient died.” The 
twisted version was, ‘“The operation was 
a success ; but the patient got better and 
was sore as a boil about it.” This para- 
phrase, when read out of context from 
the rest of the program, does not seem 
especially funny ; but it points up a rather 
philosophical query that is very often 
lost sight of, these days, in general dis- 
cussions about progress, reaction, and so 
forth. 


THE query is this: How often has the 
success of human endeavors been ob- 
scured by the very failure of the public, 
benefited by such success, to recognize 
and appreciate the same? Students of his- 
tory assure us that entire civilizations 
have been forgotten and buried by the 
obliterating sands of time, simply be- 
cause their superiority to other contem- 





KIMBALL I. JACK 
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the Editors 





JOHN H. RONAYNE 


poraneous forms of civilization did not 
sufficiently impress enough humanity of 
that era. 


THE technical and cultural accomplish- 
ments of the ancient Assyrians, Phoeni- 
cians, Egyptians, and, more recently, of 
the Greeks and Romans reached peaks of 
success which were apparently so hig 
that they were beyond the grasp of the 
uncomprehending barbarians and no- 
madic Arabs who wandered over the 
ruins of these ancient civilizations in a 
state of comparatively ignorant destitu- 
tion. 


Tuis thought is a little revolting to the 
modern western mind, because we always 
tend to take success for granted. We were 
schooled on the “better mouse trap” ap- 
proach, which assumes that success 
speaks for itself more convincingly than 
any press agent or other inspired effort at 
publicity or advocacy. That an entire 
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GRINNELL MULSIFYRE 


THE OIL FILLED EQUIPMENT OF 
THE WORLD’S LEADING UTILITIES 


sie = 


There’s sound reason for the accept- 
ance by leading utilities of Grinnell 
Mulsifyre Systems to protect oil filled 
equipment and other transformer sta- 
tion installations. : 


Executives and engineers recognize 
the proved principle whereby blazing 
oil is emulsified with a driving spray of 
water. The emulsion formed by the 
water spray is fire-extinguishing — the 
fire goes out in a few seconds — and 
reignition is prevented. There is abso- 
lutely no conductivity along the dis- 
charge of Mulsifyre projectors when 
spray strikes high voltage conductors. 


Mulsifyre Systems are permanentl 
installed — constantly on guard with 
automatic operation, or may be oper- 
ated manually. Recommended by 
Underwriters’ Laboratories for use in 
extinguishing fires in flammable oils 
immiscible with water, wherever such 


ofl lc alee tae: See that your equipment has this 24-hour 


rotection — don’t wait for fire to strike! 
Experienced Grinnell engineers will help 
you plan protection for your specific needs. 


GRINNELL SG COMPANY 


Executive Offices, Providence LBL 
Branch offices in principal cities 
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population should pass up demonstrated 
success, in any line, through sheer in- 
ability or unwillingness to recognize it, 
seems as incomprehensible to us as a na- 
tion of American citizens spurning the 
use of the motor car, airplane, or radio, as 
silly gadgets of modern technological per- 
fection. Yet, such things have happened 
in the past. Through the corridors of time 
there have been periods of darkness as 
well as of light, of renaissance as well as 
of decay. . 


THINKING along this line, one might 
well wonder whether we do not have a 
somewhat similar paradox in the form of 
our own American system of free pri- 
vate enterprise. That it has been a suc- 
cess can hardly be disputed in terms of 
having created the highest standard of 
living for the greatest number of people 
in the history of the world. Yet, many of 
those who daily benefit from this success 
have not been told about it, or especially 
sold on it—judging from their critical 

comments and activities. We even wit- 

ness the anomaly of nations with hostile 

ideologies seeking loans and grants, 
which are the fruit of our own system’s 
: "success, in order to finance rival political 
. and economic experiments. Capitalism is 
* mot only sneered at, but also expected to 
© pay for the sneering program. ; 


* * * * 


NE thing which the capitalistic sys- 

tem does not have to worry about 
from critical sources is advice on how to 
make the capitalistic system work better 
as a money-maker. As for making two 
dollars grow where one grew before, the 
capitalistic system is still supreme be- 
cause it is the only system which places 
honest emphasis on going after the al- 
mighty dollar. To some this might seem 
like a badge of shame, but it does make 
the jingle in the pocketbook in the long 
run. 


THE opening article in this issue is an 
analysis of the electric utility industry’s 
chances for getting its share of consumer 
dollars in a highly competitive postwar 
period. Joun H. Ronayne, author of 
this article, was born in New York city 
in 1914. He graduated from Fordham 
University (BS, ’35) and for four years 
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JAMES H. COLLINS 


was associated with the Daniel Starch 
advertising agency, specializing in elec- 
tric and gas utility advertising programs. 
He joined the Edison Electric Institute 
in 1940, handling promotional work for 
its commercial department. Last year he 
returned to that organization after a 3- 
year leave of absence with the Army. 


xk * * x 


| Rye I. Jack, whose article on 
“Employee Relations As Viewed by 
a Supervisor” begins on page 818, is now 
personnel and publicity director of the 
Washington Water Power Company, 
serving Spokane, Washington. He was 
educated at the University of Utah, and 
following some public relations and ad- 
vertising work with the Utah Power & 
Light Company of Salt Lake City, he 
joined his present organization in 1938. 


* * * * 


H. Coitins, whose article on 
“Translating Electric Power into Oil 
for War” begins on page 827, is a well- 
known author. and editor of business ar- 
ticles, who is now engaged as a free- 
lance writer of Hollywood, California. 


THE next number of this magazine 
will be out July 4th. 


Ac Odile 
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It keeps STOCKS 


at working levels... 




























to safeguard utilities from 
unbalanced inventories and 
maintenance delays 
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: K ARDEX : . balances i 
is GRAPH-A-MATIC con verts numeric 


d ically 
|- automat 
& 
e An extraordinary new development is sibility of failure to recognize them instantly 
. now available to public service com- because the action points for all items 
panies seeking greater efficiency in are in uniform alignment on the visible 
controlling stocks of parts and supplies. margins of the records. 
1 This revolutionary device . . . The 
| Kardex Graph-A-Matic Computing SEND TODAY 
a Chart... puts an end to the risk of for Management 
error and the need of laborious com- Controller #708 
: : with full details of 
putations in stock control systems, and dis ene dati 
, ; . P- 
is actually saving as high as 50% in ment. Ask any 
record-keeping costs ! Branch Office for 
By automatically converting stock Seopy, or witees. 





balance into weeks’ supply, the record 
itself instigates required action at the SYSTEMS DIVISION 


proper time. When to reorder each item, , ° 
when to expedite or follow up, what stocks 
should be reduced . . . these vital facts are 


unmistakably signalled. There is no pos- 315 Fourth Ave., New York 10, N.Y. 
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DO YOUR TRENCHING JOBS THE QUICK, EASY, 
LOW COST WAY WITH... 


CLEVELANDS 


A multiplicity and combination of wheel and digging 
speeds, finger tip controlled, furnishes the right speed 
at the right time on all your jobs — whether your 
digging is across country or in town — deep or 


shallow — wet or dry — tough or easy. 


Correct balance and top quality material plus ac- 
cessible unit-type construction reduces to the mini- 
mum your times out for repairs and results in lower 


cost dependable production year in and year out. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE . CLEVELAND 17, OHIO 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOoNTAIGNE 





Opy H. LAMBORN 
President, National Association of 
Commodity Exchanges and 
Allied Trades, Inc. 


CHARLES E. WILSON 
President, General Electric 
Company. 


Henry A. WALLACE 
Secretary of Commerce. 


Currrorp J. Durr 
Member, Federal Communications 
Commission. 


NiIcHOLAS MurRAY BUTLER 
President emeritus, Columbia 
University. 


Juuius A. Kruc 
Secretary of Interior. 


EprrorRIAL STATEMENT 
The New York Times. 


S. Stoan Coit 
President, Bankers Trust Company. 


Howarp BRUBAKER 
Writing in The New Yorker. 
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“Controlled markets generate black markets and are 
the parents of the most iniquitous system in America.” 


* 


“The distinguishing characteristic of private enterprise 
is that it pays its way, makes a profit, and stands on its 
own feet.” 


a 


“Both inflationary and deflationary forces are at work 
in our economy. The deflationary forces threaten to last 
a good deal longer.” 


* 


“The FCC is not trying to censor radio, and cannot. 
The threat to free speech on the air is that radio does 
not provide enough room for it.” 


> 


“Let us serve notice on legislators who favor encourag- 
ing and endowing strikes that in November they will be 
given permission to stay at home.” 


* 


“The Federal government shouldn’t tell local groups 
what to do. The less the government tells local people 
what to do, the better off we will be.” 


aa 


“It is useless to talk of labor’s purchasing power en- 
couraging business if business is asked to produce goods 
at a loss. We cannot have full employment if people are 
discouraged from becoming employers.” 


* 


“Somebody pays the price for these lower (interest) 
rates; they add to the cost of every life insurance policy 
and reduce the income of every savings depositor and in- 
vestor, whether in government or corporate securities.” 


> 


“Many people are beginning to realize that the conserva- 
tion of our natural resources has no better friend than 
John L. Lewis. He believes that coal should be left in 
the ground, where it is safe from destruction by fire.” 


12 
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Juirus Ocus ADLER 
Vice president and general manager, 
The New York Times. 


Henry O. TALLE 
U. S. Representative from Iowa. 


LEON TROTSKY 
In recent posthwmous book, 
“Stalin.” 


Rosert M. HutTcHIns 
Chancellor, University of Chicago. 


C. F. MuGripce 
Firm member, Rogers & 
Slade. 


Henry HAz itt 
Writing in The New York Times. 


“The alternative to advertising revenue is plainly sub- 
sidy from some interested source willing to pay for the 
expression of a particular point of view.” 


aa 


“Money without goods—that is our two-sided problem. 
The solution is expansion of production on the goods 
side, and contraction of the Federal debt on the money 
side.” 


* 


“To guard the nationalization of the means of produc- 
tion and of the land is the bureaucracy’s law of life and 
death, for these are the social sources of its dominant 
position.” 


* 


“If we want to save the world within the next few 
years, we must attend to the education of adults, for 
only they will have the influence within that period to 
affect the course of events.” 


* 


“The autocratic and dictatorial system generally em- 
ployed in business provokes frustration and fear. And 
these human emotions are ruthless destroyers of morale 
and its productive attributes.” 


> 


“Programs of socialization everywhere are disorganiz- 
ing production both before and after they are put into 


Qeffect. Private industries which fear that they are going 


IRA MOSHER 
Former president, National Asso- 
ciation of Manufacturers. 


Rosert WASON 
President, National Association 
of Manufacturers. 


EprroriAL STATEMENT 
The (New York) Sun. 
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to be seized by the government do not expand or even 


-=™ bother about proper maintenance.” 


> 


“We will still need further legislation in the labor field, 
but at least we have now recognized openly that labor’s 
admitted right to strike is a right which, in common with 
all other human freedoms, may be qualified and regulated 
in the public interest.” 

oe 

“In exchange for votes and power, government makes 
concessions to organized labor at the expense of the other 
three-quarters of the laboring economy. The interests 
of all consumers, of all white-collar laborers, and all 
investors have been forgotten in the exchange of conces- 
sions for CIO support.” 

* 


“In New Jersey the legislature appropriated $6,000,000 
for a state office building, but although the size in plan of 
the building since has been cut from 450,000 to 275,000 
square feet, the cost has jumped from $11 a square foot to 
$25. That same inflationary influence will be felt in every 
municipal public works program.” 
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ford Irucks Last Longer 
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“The 57 Ford units in our 
company’s fleet of 133 vehicles, 
ve used for a variety of purposes in addition 
) ordinary transportation of employees and 
aterials,”” wrote Mr. John G. Longsdorf, 
kecutive assistant, Indianapolis, Ind., 
lower & Light Company, some time ago. 


e pole-hole digger pictured is mounted on 
4-wheel-drive Marmon-Herrington conver- 
on 114-ton Ford chassis. It is used not 
'y to dig holes but also to place the poles in 
holes. It has been used in setting more 

un 10,000 poles. Another special Ford 
k unit is our First Aid Car, a closed 


Sora 


“THIS FORD POLE-HOLE DIGGER UNIT 
HAS SET OVER 10,000 POLES” 


ORE FORD TRUCKS IN USE TODAY THAN ANY OTHER MAKE 












panel body unit on a 1-ton chassis, with full 
rescue equipment, including a resuscitator.”’ 


The wide versatility, reliability, economy and 
endurance of Ford Trucks have won them 
high favor in hundreds of utilities fleets. 
And those qualities are further enhanced in 
the 1946 Ford Trucks, which bring you 
32 important engineering advancements. 


Call in your Ford Dealer and let him show 
you how Ford Trucks can save you money. 


FORD TRULKS 
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SO THAT POWER 
MAY NEVER 
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KNOX DIVISION OF BLAW-KNOX COMPANY 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 


A Section by Section Treatment 
of the Act, with 


(1) SEC Rules 


(2) Commission and Court de- 
cisions 
(3) Supplemental notes 


OTHER FEATURES: Historical introduc- 
tion, personnel of the Commission, complete 
alphabetical list of subsidiaries of holding 
company systems, rules of practice, compre- 
hensive subject index, annual upkeep pocket 
supplements. Price, $12.00. 





AND TO KEEP YOU MORE CLOSELY INFORMED: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 





Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
= 7 ee information clarifying or expounding the Commis- 
sion'’s wo 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 
1038 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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MORE MOBILITY 
MORE ECONOMY 


with DAVEY 
AUTO- AIR 











There are more construction 
jobs which require compressed air 
for a short period of time than 
there are “steady” jobs which need 
trailer-mounted equipment. The having electric welding and 
“short” jobs requiring MAXIMUM _floodlighting equipment all 
MOBILITY make up the big field mounted on the truck if desired 
in which the Davey AUTO-AIR has — are savings evident to any 
no competition. engineer or contractor. 
The savings from using one engine Durable, time-proved Davey 
to drive both the truck and the AUTO-AIR compressors are 
compressor, of having mobile available in 60, 105, 160, 210 
equipment that can rush air, men, and 315 cfm capacities. Can be 
tools and material to the job, of installed on most trucks. 
PUBLIC UTILITY COMPANIES CAN CUT DOWN COSTS— 


WITH THE MOBILITY OF A DAVEY AUTO-AIR COMPRESSOR 


Write For Free Davey Catalog E-172—Gives full information on Davey 
Compressors, Truck Power Take-Offs and Pneumatic Saws. D-145-4B 


| DANS OD co a - 


Wo 
DEALER:S IN PRINCIPAL s Ve 
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_ Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


EXx10¢ 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Available Immediately! 
Limited Edition 


REGULATION OF 


RATES AND SERVICE 
OF PUBLIC UTILITIES 


A Volume Containing All Committee Reports and Papers 
Submitted at the 1945 Convention of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports on the following timely 
and important subjects: 


The Rate Base—Rate of Return—Future of Telecommunications—Natural 
Gas Investigation—Aviation—License Contract (Telephone Com- 
panies )—Jurisdiction of Federal Power Commission and State 
Commissions Over Electric and Gas Companies—Legislation 
—Cooperation Between State and Federal Commissions 
—Accounting and Valuation 


$38.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1945 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


What is the Measure of the Rate Base? What is the Measure of a Fair Return Thereon? 
Address of John E. Benton, Advisory Counsel of the Association 

Some Aspects of the Rate Base, with Incidental Reference to the Rate of Return. Address of 
Dr. Clyde O. Fisher of Connecticut 

Future of Telecommunications as a Result of Improvements Made During the War. 
dress of Federal Communications Commissioner Paul A. Walker 

Interpretations of Uniform System of Accounts for Electric Utilities 

Interpretations of Uniform System of Accounts for Gas Utilities 

Interpretations of Uniform System of Accounts for Water Utilities 

Corporate Finance, Committee Report on 

Progress in Regulation of Public Utilities, Committee Report on 

Natural Gas Investigation 
Address of Chairman Richard B. McEntire of Kansas 
Address of Mr. Warren Henry of Illinois (with illustrated charts) 

1944 Depreciation Report (Supplement to 1943 Report) 

1943 Depreciation Report (277 pages) 

(Where remittance accompanies order we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD al 
c. 








AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON, D. 
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INTERNATIONAL Crawler Tractor 


Builds Coal Stockpile 


Versatile Tractor Maintains Stockpile at Minimum Cost 


Moving bulky materials is commonplace 
International Diesel Crawler Tractors. 
fhen equipped with bulldozers they’re able 


tackle a remarkable variety of jobs. 


The International TD-18 Diesel Trac- 
tracTor shown in the photograph maintains 
great stockpile of coal, shown in the back- 


ound. The tractor works back and forth 


the pile, packing it and squeezing out 
t pockets, thus reducing the hazard of 
bontaneous combustion. In addition it 
eds the coal to conveyors as required and 
teps the stockpile in shape by spreading 
nd compacting additions to the stock. 


The instant-starting International Diesel, 
with its high conversion of engine horse- 
power into push or pull, makes International 
Crawlers your best choice for your many 
odd jobs that require dependable power and 
traction. 

See the International Industrial Power 
Distributor near you for further informa- 
tion on International TracTracTors, Wheel 
Tractors and Power Units that are adapted 
to your needs. 

Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 
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MERCOID CONTROLS 


TEMPERATURE % PRESSURE & LIQUID LEVEL % ETC. 





Mercury switches are used exclusively in all Mercoid 
Controls. + They insure more dependable control 
performance, and longer control life. = Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID CORPORATION *¥ 4201 BELMONT AVE., CHICAGO. 41, ILL 
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20 T* { American Water Works Association, Southeastern Section, will hold mecting, Sept. 
9-11, 1946. 
| eceiniiges 
, 21 F § Oregon Telephone Association begins convention, Portland, Or., 1946. 
> 
4 22 Ss 7 Sixth Annual Appalachian Gas Measurement Short Course will be conducted at ¢€ 
> West Virginia University, Morgantown, W. Va., Sept. 9, 1946. 
23 S q Pacific Coast Gas Association annual convention will be held, San Francisco, Cal., 
) Sept. 10-12, 1946. 
: a 
' 24 M ¥ American Institute of Electrical Engineers begins convention, Detroit, Mich., 1946. 
25 T* q State Utility Engineers begin annual conference, Belgrade Lakes, Me., 1946. 
26 W { Canadian Electrical Association begins annual convention, Banff, Alberta, 1946. 
27 T* { California Independent Telephone Association starts annual meeting, Santa Monica, 
4 American Water Works Association, New Jersey Section, starts meeting, Little 
28| F Falls, N. J., 1946. @ 
Se { South Dakota Telephone Association convention will be held, Sioux Falls, S. D., 
29 Sept. 11, 12, 1946. 
S 4 Midwest Industrial Gas Council will hold meeting, Minneapolis, Minn., Sept. 12, 
30 13, 1946. 
M { American Water Works Association, Western Pennsylvania Section, will hold meeting, 
1 Sept. 12, 13, 1946. 
T { American Water Works Association, Rocky Mountain Section, meeting will be held, 
2 Sept. 12, 13, 1946. 
Ww { Michigan Independent Telephone Association annual convention will be conducted, 
3 Lansing, Mich., Sept. 18, 19, 1946. 
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“Train Radio Communication” 


By Joun M. Sitron 
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ONSISTENT and healthy growth 
> of electric utility load depends 
primarily upon a competent 
sales staff. Early in the war, it was 
realized that the end of hostilities 
would find the average sales staff in a 
sadly depleted condition. Large num- 
bers of inexperienced men would be 
hired.. Even experienced salesmen 
would require retraining, after years 
spent in the services or jobs directly 
connected with the war. 
That the industry would need a sales 
training program, to be put into effect 
immediately following the war, was 
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The Electrical Industry Out 
For the Consumer’s Dollar 


It has a most comprehensive sales training program 
which borrows from Army’s experiences in education. 


By JOHN H. RONAYNE 
STAFF, EDISON ELECTRIC INSTITUTE 


apparent. And this program, just as 
obviously, should be both all-embrac- 
ing and flexible, It should be capable of 
training salesmen not only of utilities, 
but also of manufacturers, retailers, 
department stores, wholesalers, and 
contractors—an all-industry program. 
It should not only give men the basic 
fundamentals of salesmanship, but also 
provide specific information on selling 
the appliances in which the utility is 
primarily interested. It should be ca- 
pable not only of training residential 
salesmen, but also commercial and 
rural salesmen in the specific problems 
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of those fields. It should have enough 
interest to hold the attention of the ex- 
perienced salesman, and enough infor- 
mation to help the new man to get 
started. 

The Sales Training Committee of 
the Edison’ Electric Institute, in con- 
sultation with National Electrical 
Wholesalers Association, decided that 
to fill these specifications it would be 
essential for the institute to prepare 
its own course. 

As to the nature of the training 
method, the revolutionary training 
techniques employed by the armed 
forces made a deep impression on the 
committee. If a man of average intelli- 
gence could be taught to service the 
landing gear of a P-38 in the matter of 
days, principally through the use of 
sound-slide films, coupled with the 
voice of an instructor, he could surely 
be trained in the less technical arts of 
salesmanship through this medium. 

The sound-slide film, it was learned, 
was relied upon by the services because 
it permits the training objectives to be 
driven home through both the eye and 
ear of the trainee, without the distrac- 
tion of motion on the screen. The eye 
receives the impression of the film be- 
ing shown, and the printed words used 
as captions; the ear receives the me- 
chanical sound of the projector, and the 
instructor’s voice clarifying any doubt- 
ful points. 


ne best results, any single film must 
be brief, realistic, and interesting. 
A series of brief films on involved 
training in a difficult subject is better 
by far than a single long film, the Army 
and Navy had found. 

The training method decided, it was 
next necessary to determine its content 


JUNE 20, 1946 


—what specific information on sales- 
manship would be imparted to the 
trainee? 

Reducing salesmanship to its ele- 
mentals, the committee was reminded 
that a sale is made primarily in the 
mind of the buyer. Before the success- 
ful conclusion to a sale is made the 
prospect reaches four major decisions, 
each of which involves an affirmative 
answer to the following questions: 

1. DoI havea need? 

2. Does this product fill that need ? 

3. Is it the best possible way ? 

4. Is it worth the cost ? 

The most persuasive salesmanship 
will fail if the prospect knows or be- 
lieves that he can get along without 
the product. And it may take an effec- 
tive sales presentation to convince him 
that this specific product fills his need. 

Securing favorable answers to Ques- 
tions 3 and 4 will also test the sales- 
man’s ability. 

If, then, a man could be trained in 
his knowledge of the benefits of the 
products he sells, and in his knowledge 
of human nature, to obtain the right 
answer to each of these questions in 
turn, his training would be successful. 
But to secure an unqualified “Yes” to 
each question requires a complemen- 
tary knowledge of what makes people 
want a product—what makes them 
buy. 


M2 buying motives, the commit- 
tee found, may be classified into 
one of these categories : 


1. Profit and economy 

2. Comfort and convenience 
3. Health and safety 

4. Pride and prestige 


In the type of selling which the com- 
mittee had in mind, a salesman would 
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be trained to uncover the strongest buy- 
ing motive for each prospect. By di- 
recting his appeal to this motive, he 
would secure favorable buying de- 
cisions to the four questions. 

No customer, of course, will enter 
a showroom bearing a sign, “I have 
made decisions 1 and 2” or, likewise, 
3 and 4. To discover the buying motive 
of each individual prospect for any 
specific appliance, to determine which 
buying decisions, if any, have already 
been made, and which may remain for 
good salesmanship to crystallize, will 
require both intensive training and 
practical experience. 

But, by basing the entire course 
around this planned selling method, it 
could easily be applied to the training 
of salesmen of utilities, manufacturers, 
wholesalers, and dealers. It would 
make possible easier shifting of sales- 
men from one field to another, because 
all would have had the same basic 
training. 

It could be adapted to the selling 
of all makes of appliances. 

Again, it was realized that no course 
could be developed whereby one could 
push a button, and automatically pro- 
duce a trained, aggressive, intelligent 
salesman. Lecturing to a trainee, giv- 
ing him books to read, showing him 
films, discussing salesmanship with him 


—none of these would do the job, un- 
less the man himself makes a very real 
effort to absorb and apply the informa- 
tion which is made available to him. 

- Consequently, although all four of 
the above-mentioned methods have 
their proper place in training, and 
would be used in the course, the com- 
mittee would take another tip from the 
system of instruction used in the Army 
—teaching by the “applicatory meth- 
od”—the idea of training based on the 
simple fact that a man “learns by do- 
ing,” rather than by listening, reading, 
or watching a screen. 


HE course, the committee decided, 

would give the salesman some 
work to do, work that would also teach 
by practical application of selling prin- 
ciples. 

He would be told, when the course 
began, that he would be required 
to prepare a weekly written assign- 
ment, based on the subject material of 
each meeting, and on his actual sales 
experiences. He might be required to 
present this assignment verbally before 
the class, and to expect constructive 
criticism by fellow students, which he 
must answer. His assignment would ~ 
also be collected for grading by the 
instructor. Thus, he would be much 
more likely to give the class his full at- 


tf 


was reminded that a sale is made primarily in the mind of 


q “REDUCING salesmanship to its elementals, the committee 


the buyer. Before the successful conclusion to a sale is made 


the prospect reaches four major decisions, each of which 
involves an affirmative answer to the following questions: 
“1. Dol have aneed? 
“2. Does this product fill that need? 
“3. Is it the best possible way? 
“4, Isit worth the cost?” 
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tention ; by actually doing work along 
the lines of the instruction he was re- 
ceiving, he would be more apt to re- 
member it; and his weekly program 
could be more easily checked by the 
instructor. 

By making the assignments realis- 
tic, such as an actual salesman might 
be called upon to do, they would also 
be of practical value in daily sales work. 

The question of which field of util- 
ity selling would be emphasized in the 
course was next on the committee’s 
agenda. Anticipating that with the 
war’s end, and a consequent spur to 
appliance production, the utility would 
hire a large number of new salesmen, 
many shifts of personnel were fore- 
seen by the committee. A man might be 
engaged as a residential salesman, and 
later find that his talents lay more to- 
wards selling businessmen the value 
of better light. Such shifts among de- 
partments would be facilitated, the 
committee believed, if the greater em- 
phasis in training was on basic sales- 
manship—fundamentals that could be 
applied by every salesman, regardless 
of what appliances he would sell. 


_ these practical considerations 
in mind, the committee planned 
a course of 18 meetings, with a total of 
8 to be devoted to basic fundamentals 
of salesmanship; 4 meetings for resi- 
dential salesmen, on the specific appli- 
cations of these basic principles in sell- 
ing refrigerators, ranges, water heat- 
ers, and laundry equipment ; 4 meetings 
for commercial salesmen, on selling 
store and office lighting, school light- 
ing, cooking appliances, and motor ap- 
plications; and 2 meetings for rural 
salesmen, on various farm applications 
of electric service. 
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Since each man taking the sale 
course would attend a minimum of 10 
meetings, and most of the trainees , 
total of 12, to be held over a consider. 
able period of time, the trainee’s men- 
ory would require additional aid. 

A salesman’s manual was visualized, 
which would cover in detail the subject 
matter of each meeting. Attractively 
printed, and illustrated by photographs 
taken from the sound-slide film, the 
salesman would be given the manual at 
the close of each meeting, and would 
have it for permanent reference. In it 
he would find material that would help 
in preparing his weekly assignment. 

No matter how well prepared the 
course might be, its effectiveness would 
depend in large measure upon the in- 
structor. It was possible that in some 
cases the instructor would be compars- 
tively inexperienced in conducting 
meetings of this type. Yet his personal- 
ity, his ability to handle men and direct 
a discussion, and his knowledge, would 
be of vital importance to the success 
of the course. 


i oe aid the instructor, a guide for 
each meeting was planned by the 
committee. Practical suggestions for 
conducting the meeting would be in- 
cluded in full detail, with a meeting 
“timetable” which would recommend 
the relative amount of time to be given 
each subject discussed. 

Many of the points shown in the 
sound-slide film would require addi- 
tional discussion, to be assured of full 
understanding by the trainees. This 
was naturally impossible during the 
showing of the film, yet, if these points 
were covered in a subsequent lecture by 
the instructor, it might degenerate into 
a monologue and the effect lost. 
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Effective Sales Presentation 


6é HE most persuasive salesmanship will fail if the prospect knows 

or believes that he can get along without the product. And it may 

take an effective sales presentation to convince him that this specific 
product fills his need.” 





Taking still another lesson from the 
armed forces, the committee décided 
that a silent trailer film would accom- 
pany each sound-slide film. Each scene 
could be shown and held on the screen 
at the will of the instructor. It would 
be a duplicate of that shown in the 
sound-slide film, but, by its very na- 
ture, would allow the instructor to ask 
various members of the class for com- 
ments and discussion on the particular 
problem or point shown in the picture. 
Repetition would assist in driving the 
point home ; and here would be another 
opportunity for the instructor to check 
the thinking of his pupils, and another 
chance for them to express their views 
and ask questions. 

Thus, the picture of the course was 
clear in the minds of the committee. 
The sound-slide film, to feature each 
meeting—the salesman’s manual, re- 
peating its message in print—a leader’s 
guide, to help the instructor—a silent 
trailer film, for discussion purposes— 
each to be supplied for a series of 18 
meetings. Residential, rural, and com- 
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mercial sets of films would be offered 
utilities, with the basic films, in any 
combination. 


fb» basic course was set up for 
8 meetings, the first of which 
describes the opportunities open for the 
salesman in the electrical industry, the 
part which his profession plays in the 
national economy, and how serious 
study, of salesmanship and the services 
and products he sells, will help him to 
succeed. 

In the second meeting, the trainee 
learns of the four buying decisions, on 
Need, Solution, Assurance, and Value. 
The third meeting analyzes what makes 
the customer buy, in terms of the four 
principal buying motives. Meetings 4, 
5, 6, and 7 take up each buying decision 
individually, showing the class through 
actual sales being made on the screen 
the best methods to obtain each de- 
cision, 

The final basic meeting is devoted to 
planning sales work, developing a suc- 
cessful sales personality, and to review 
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of material previously covered. The 
need for a definite plan in each sale is 
again emphasized. 

The thoroughness of instruction 
made possible by this course is best 
understood by sitting in at a typical 
meeting—the second meeting of the 
basic course, for example, in which the 
instructor is ready to introduce his class 
to the theory of selling which they will 
be taught; that is, the four buying de- 
cisions. 

This instructor has studied his guide, 
and is ready to follow the meeting out- 
line listed in its pages. He opens the 
meeting by having several read their 
assignment (yes, even the first meet- 
ing ends with a written assignment!) 
and asks the group for comments after 
each has been read. He is always on the 
alert to correct mistakes, and assure 
that the men receive correct informa- 
tion. 

He sets the stage for the sound-slide 
film by outlining the need for a pattern 
in selling—the importance of knowing 
the right thing to say at the right time. 
This film, he adds, will show them this 
pattern, and how to use it. 

In the film, they will see a sale of an 
electric blanket. The procedure, how- 
ever, can be adapted to the sale of any 
service or product. 


Siew film, entitled “Steering the 
Sale,” begins by pointing out that 
there is no substitute for experience in 
any sport or type of work. “Even 
meetings like this won’t do the com- 
plete trick. The way to learn how to 
sell is actually to get out and sell.” 
But to learn by experience is the 
secret of success. The untrained sales- 
man, who works on hunches and 
doesn’t profit by experience, will 
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flounder and fumble . . . will not folloy 
a plan. . . will never know why he get; 
or fails to get an order. 

The alert salesman, however, learns 
by experience that the sale is a dram: 
in four acts, and the stage is the pro 
pect’s mind. 

The prospect seeks the answer to 
four questions—the salesman, by sup 
plying the right answer, steers the sale 
as he desires. 

He answers the question on Need b 
creating dissatisfaction with discom 
forts now endured. He sells the Solu 
tion by giving the prospect a clear men 
tal picture of the benefits to be enjoyed 
with his product. 

He sells the Assurance with testi 
monials, neighbors’ experience, and 
other reasons why the prospect can 
have confidence in the product. He es- 
tablishes Value by proving that his 
product is the best possible buy the 
prospect can make. 

“Let’s see,” says the announcer, 
“how. a salesman steers this electric 
blanket sale.” 

Mrs. Williams, casually examining 
an electric blanket display, is asked by 
a wide-awake salesman, “How often 
have you tried to decide how many 
blankets you'll need before going to 
bed?” Too many . . . you wake up hot 
and uncomfortable—too few . . . you 
wake up with a chill. Discomfort after 
discomfort is mentioned, until she is 
convinced of her need. 

Then—“with this blanket, your bed 
stays at just the warmth you desire, 
whether room temperature goes up of 


feel this deep, fleecy nap . . . notice the 
satin binding . . . she begins to see that 
this is the Solution. 

But—“It’s rather a new idea—I 
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adn’t expected to buy.” So our sales- 
san cites the manufacturer’s rec- 
yd, and that of his company—con- 
vinces her that this is the blanket of 
ihe future—gives her the Assurance 
hat she is not just taking his word for 
it. 

One last objection—“It costs a lot 
nore than I ever paid for a blanket.” 
And our salesman goes to work again. 
He reviews all the benefits she will get 
or the money she spends—he sells her 
om the Value of the purchase, and an- 
other sale is made. 

Need, Solution, Assurance, Value— 
by keeping these points in mind, the 
alesman can guide his prospect to the 
wrrect decision—he can “steer” the 
sale to the port he desires, the film con- 
dudes. 

Discussion of the film is invited, and 
then the instructor shows frames from 
the silent trailer film. With each pic- 
ture, he asks questions planned to bring 
the selling pattern home to each man— 
how, for example, the technique used 
inarousing Mrs. Williams’ dissatisfac- 
tion with her present blankets can be 
followed by the man selling ranges, 
water heaters, office lighting, or indus- 
trial power. 

The group analyzes in their own 
minds what the salesman in the film is 
trying to accomplish, during each step 
inthe sale. They work out methods of 
ahieving similar results for other 
products, selected by the instructor. 
Typical objections a prospect might of- 
fer are mentioned by the instructor, 
and individual trainees asked to meet 
them. 


In closing, the instructor hands out 
the following week’s assignment. Here 
it consists in filling out a form on or- 
ganization of selling facts. This form 
lists the buying decisions, and the 
trainees will fill them out in terms of 
which possible reasons could be used 
to arouse dissatisfaction, which bene- 
fits of the product will most clearly 
supply the solution, etc., for all the ap- 
pliances the instructor may select. 
Salesmen’s manuals are also given to 
the men. 


Bb iis each meeting helps to make 
the man a better salesman, and 
enables him to do a better selling job 
the very next day. Progress in his sales 
records should be noted throughout the 
course. 

Although this course has only re- 
cently been completed, over 175 of the 
basic courses are already in use. Its 
value and the fundamental character of 
the instruction it imparts are attested 
to by the fact that sales departments of 
companies having no connection with 
the electrical industry have purchased 
it. 

Electric power companies, whole- 
salers, and contractor and dealer asso- 
ciations are naturally the most common 
sponsors of the course in different com- 
munities. Where local dealer organiza- 
tions are not large enough to justify 
purchase, it is usual for them to get in 
touch with the power company, to ar- 
range participation in the program 
through mutually satisfactory arrange- 
ments, for organization of instruction 
groups. 








Employee Relations As Viewed 
By a Supervisor 


Six useful guides which, in the opinion of the author, 

are invaluable in securing loyal codperation between 

management and labor in furthering the public 
service. 


By KIMBALL I. JACK 
I is entirely possible that within the 


radius of our own noses lurks the 

source of most employee problems ; 
that hidden away even in the ranks of 
supervisors are practices and behavior 
which cause considerable human un- 
rest. 

Employee relations in the electric in- 
dustry are good, but not perfect. True, 
the industry has but few strikes, little 
violence reaches the headlines, and la- 
bor unions as a rule are on an excellent 
footing with utility management. The 
absence of noise and violence, which 
ride like serpents on the crest of most 
social revolts, is not questioned. It is 
the other symptoms which demand 
consideration. 

Strikes and walkouts usually ring 
the alarm. With fine dispatch they 
bring management with confidence to 
the helm, and force, when necessary, 
can be met with greater force. Our con- 
cern grows out of employee comments 
which indicate that the worker’s alli- 
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ance has been, and continues to be, 
fastened to new leaders ; that in dozens 
of telltale expressions the worker 
quietly declares his tolerance of change. 

First, we point out that employees no 
longer show zeal in maintaining past 
rigid business traditions, and every- 
body knows it. The worker’s willing- 
ness to earn his bread by the sweat of 
his brow has diminished, and reverence 
for the employer, standing over him, 
has in many instances changed to cyni- 
cism if not contempt. Showing no in- 
clination for intelligent self-analysis in 
the matter, a sizable percentage of em- 
ployees, through public opinion sur- 
veys, admit that, regardless of conse- 
quences, they welcome any new system 
so long as it differs from our system 
today. The average employee has be- 
come an industrial heretic, a business 
atheist. He scorns the medieval ideas 
of labor, The terms “unselfish effort,” 
“loyalty,” and “obedience” have lost 
their meaning for him. 
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To the administrative therapist, usu- 
ally hoping to reverse the law of cause 
and effect, our calcitrant employee 
shows all the symptoms of war neu- 
rosis. Yet deep in our hearts we know 
that employee anxieties, fears, the 
apathy, or the hostility an employee 
feels, are not the result of war. 


Moz employees who welcome 
change do so because certain 
unrealized needs tend to aggravate 
them. Many of these needs arise from 
the moral teachings of church, school, 
and home. Psychological conflicts, 
which few of us realize, often cause 
the employee to behave unnaturally 
even to himself. The employer, who 
would make use of certain basic urges, 
such as go with ambition, pride, and 
loyalty, in an effort to increase produc- 
tion, or defend the firm against usurp- 
ers, finds the human element highly de- 
sirable. At such times the employer em- 
braces the worker with sweet words 
anent production. But as the pendulum 
swings back, when employees cry “turn 
about,” and demand special considera- 
tion from the employer in satisfying 
these same impulses, the desirable gar- 
den wherein grew the pride, ambition, 
and loyalty becomes a cluster of thorns. 

Contrary to popular belief, higher 
pay is not the root of all employee ills. 
Employee attitude, once it begins to 
sour, is almost invariably capitalized 
by the agitator. In such event, pay in- 
creases become more or less tangible 
bits of expression. Where wages bear 
an acceptable relation to living costs 
and show consistency on various job 
levels, a 10 or 20 per cent increase in 
wages definitely does not make for 
contentment. 

Most employees are-quite aware of 


819 


their own limitations. A majority 
know well enough what they are worth 
on the open market. Multiply by five 
hundred the meager monthly wage of 
a janitor, and the janitor knows that 
he is out of line. Furthermore, if he 
desires to escape the ignominy of his 
occupation, a 20 per cent increase, like 
the atomic bomb, will touch off a chain 
of new dissatisfactions, arrogance and 
rebellion being among them. 


[ money were the answer to em- 
ployee unrest, it could be expected 
that as we go up the wage ladder, fewer 
gripes would be in evidence. But such 
is not the case. Similar employee com- 
plaints call for attention on all wage 
levels, indicating that employees seek 
something besides the paltry advantage 
of a few dollars in cash. More money 
they desire, but usually within reason. 
More attention to their other needs 
stands unqualified. 

What are specific items in which our 
employee groups seem unhappy? Quite 
a number of investigators have gone 
systematically into employee attitudes, 
and the results of such inquiries are 
much alike. The average employee, on 
trial as an outright rebel, is unthinka- 
ble. Apart from a few malcontents who 
should never have been hired in the 
first place, most employees are natural- 
ly inclined to be easy going and con- 
tented. Out of the office they appear 
perfectly respectable and conventional 
citizens who keep out of trouble. They 
seem willing to codperate in group ac- 
tivities. They readily adopt the ideals 
of any organization that pleases them, 
and they would just as soon walk bare- 
foot down the street in their under- 
wear as to digress from what the group 
expects them to do. 
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HE average employee need never 

be sent to a psychiatrist, because 
he is neither eccentric nor a trouble 
maker. He is a first-rate family man. 
He rarely experiences the elation that 
accompanies creative impulses. Rarely 
is the average employee depressed be- 
cause of failure. Examine him putter- 
ing over the workbench at home, or 
at the station waiting for a bus. He is 
rather a stolid individual, without hos- 
tility, and with an emotional make-up 
only sufficiently fluid to permit him to 
swing slightly to the right or the left, 
as circumstances arise. 

Since, however, the average em- 
ployee has little to do with his own des- 
tiny in modern industrial organiza- 
tions, it is only natural that he talk 
about some kind of guaranty. This does 
not mean that he wants security in the 
literal sense. He has no desire for an 
internment center, or for the security 
of a kindly, well-run jail. What the em- 
ployee is really asking for is a stable 
environment. He would have the firm 
guarantee him opportunity, including 
an opportunity to work. He would toil 
only if he so chooses and, whether on 
or off the job, he fully intends to main- 
tain self-determination. 


s URVIVAL demands that the employee 
have not only an opportunity to 
work, but that, in the passing of time, 


he can realize some of his own possibj 
ities. Unfortunately business has ide 
tified this human tendency to unfolj 
with advancement in the organization 
We seem to think that if eventual pro 
motion is promised, we have satisfied 
man’s desire for self-expression. The 
first day on the job, the employee wag 
probably told that, if he worked har 
and steadfastly, the president’s job 
awaited him. Stories of Horatio Alge 
have been basic to all our methods 0 
employment, and consequently hun- 
dreds of incompetent employees flour- 
der with false expectancy. If they do 
not show progress, neighbors and 
friends express disappointment. That 
has been the conditioning of friends 
and neighbors. If disappointment is ex- 
pressed, the employee takes on a feel- 
ing of frustration and guilt, and he can 
turn his crossbow upon no one except 
the employer. 

Another thing—employees not only 
want opportunity, but they desire to be 
treated with the dignity that becomes 
free men. Seldom does the employee 
regard himself as a servant. He thinks 
of himself as a church-goer, a golfer, a 
lover, a gardener, or a good husband. 
Consequently, employees bitterly re- 
sent being talked down to. Somehow, 
in school and in church, when they 
studied about equality, they gained the 
queer notion that apart from “circum- 


z 


all employee ills. Employee attitude, once it begins to sour, 


q “ConTRARY to popular belief, higher pay is not the root of 


is almost invariably capitalized by the agitator. In such event, 
pay increases become more or less tangible bits of expression. 
Where wages bear an acceptable relation to living costs and 
show consistency on various job levels, a 10 or 20 per cent 
increase in wages definitely does not make for contentment.” 
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sances” which gave men authority, 
they, too, are “human beings.” It irks 
them to be considered cogs in a big cor- 
poration. If a photo is shown of an em- 
sloyee’s hands winding an armature, 
the employee wants his face shown in 
the same photo. That is part of him. 
To be given a number, to be herded 
into a line truck like so many goats 
going to pasture, to be held at arm’s 
length by an uncommunicative, disin- 
terested boss, is highly unsatisfactory. 


MPLOYEES, however, wish the boss 
to be more than a friendly gossip 
who queries about the baby and classes 
in night school. Employees desire lead- 
ership as well. Employees may not ad- 
mit it, but, in spite of the physical tend- 
ency to take things easy on the job, 
they are most happy when encouraged 
to make an extra effort in the accom- 
plishment of a superior job. What is 
more, they have less time for griping. 
Nor is the average employee happy 
if someone deprives him of personal 
responsibility. He finds intense irrita- 
tion in having the boss assign him to 
atask, only to learn that the boss is also 
doing that same job, or has asked some- 
one else to duplicate the effort. Such 
procedure eliminates the incentive of 
praise. It tells the employee that his 
supervisor lacks confidence in him, and 
the vicious circle begins. 
Actually, when we attempt to make 
a listing of employee needs, we find 
that tangible requests of labor are few, 
and to grant them would not be costly. 
Employee requests, as a rule, do not re- 
quire plant investment, or excessive 
drain upon the budget. Once a fair 
wage level has been established, giving 
equal pay for equal work; once it is 
impartially administered in keeping 
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with area fluctuations, the problem of 
employee contentment is largely psy- 
chological in nature. In fact, grievances 
named throughout the year are so sim- 
ple that management is inclined to over- 
look them. They are too commonplace 
to bother with. 


| Yen PLAY is wanted by employees— 
the elimination of favoritism and 
the assurance that all facts will be ob- 
tained before favors are bestowed or 
condemnation given. They want intel- 
ligent leadership — serious planning 
and action regarding the firm and its 
future; what’s more, employees want 
to understand that plan, and express 
their opinions regarding it. Employees 
want recognition for effort—high work 
expectancy from the boss, which is fol- 
lowed by some kind of commendation. 
Employees want an opportunity to de- 
velop—a situation wherein the indi- 
vidual can realize his potentialities. It 
may be education, or it may be special 
assignments, but the employee refuses 
to be happy standing still. Finally, he 
rebels at class distinction. He wants to 
be considered human, and he wants the 
boss to be genuinely interested in him. 

These, plus a few other simple de- 
sires, will do much to make the em- 
ployee responsive, interested, and ac- 
tive. Yet how often does management 
make a real and determined effort to 
understand and aid the employee to 
achieve them? How many group con- 
ferences have been held in your organ- 
ization during the past two years for 
the sole purpose of solving the prob- 
lem of employee unrest ? 

We who have earned a few gray 
hairs in the cause of free enterprise, 
who are not capitalists in the accepted 
sense, yet who would save capital de- 
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Six Guides for Utility Supervisors: 


1, Study the job requirements thoroughly. What does it need most—drive 
or tact, brains or brawn, skill or willingness? 

2. Never pick pets or “apple polishers.” Personnel popularity with the 
workers is more important than popularity with the boss. 

3. Practice equality of opportunity; don’t just talk about it. Let the workers 
see for themselves that race, creed, lodge, etc., make no difference with 
chances for advancement. 

4. Don’t lend ‘your ear to Spying or gossiping about employees. If you need 
“background,” ge down into the shop and get it, out in the open, in front 
of everybody. “Background” too often becomes “back fence” if frequent 
personnel visits to the front office are encouraged. 

5. A “no” man is worth a dozen “yes” men. This shows courage and 
sincerity. The supervisor's true function is to act as a timely alarm when 
something goes wrong with personnel. Too often, he just sits on the safety 
valve and says, “Everything ts swell.” 

6. Nepotism is invariably fatal to employee morale. It isn’t even fair to 
the intended beneficiary. No matter how good he really is, he starts with 
two strikes on him. 





Foot-candles and cedar poles have been 


mocracy in its last global shelter, hearti- 
far more important. Though 25 per 


ly wish that something could be done 


to stimulate management to a greater 
degree of interest in the human prob- 
lem. Now and then a personnel officer, 
realizing that the employee is neglected, 
suspecting that those vicious rodents 
— indifference, prejudice, and incom- 
petence—are at the root of most of 
today’s evils, attempts minor reform. 
But his is a small voice crying in the 
wilderness. 


Poa NEL is one of the more recent 
innovations in American business. 


ee 
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cent of all income goes for labor, sci- 
ence has permitted the employee to fend 
for himself. The result is a runaway 
labor movement going to the other ex- 
treme. We do what must be done. We 
follow trends, rather than direct them. 
Many companies accept the personnel 
department as a required fad. Seldom 
is the personnel manager selected with 
an expectation of big things. Having 
neither the prestige that follows execu- 
tive pressure, nor the authority that 
goes with a top place in the organiza- 
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tion chart, he is readily awed by the 
more powerful about him. As one ex- 
ecutive once said, dismissing an appeal 
for employee understanding, “Why 
study people? I have been one all my 
life.” 

Like the mother who would forget 
the intense pain of childbirth, most of 
our supervisory staff have long since 
closed their minds to the painful sub- 
ject as to what makes employees bitter 
toward management. It is too discon- 
certing. The supervisor seems to re- 
gard himself a knight, and the corpo- 
ration is his castle. 

Destructive behavior on the part of 
the supervisor is more to be censored 
than indifference. The supervisor who 
takes no genuine interest in the flock, 
who fails to lay out a positive program, 
may lose his group by default. Again, 
supervisors may fail in aggressive and 
intelligent leadership, yet careful atten- 
tion to business enlists a degree of em- 
ployee support. Critical rebellion from 
the employee group is sure to come if 
the supervisor gives too much atten- 
tion to recreation on company time or 
performs trivial routine which can 
hardly be justified by the size of his 
pay check. 


O R take employee security. The most 

stupid employee realizes that life 
does not make any guaranty. The em- 
ployee feels secure largely because he is 
familiar with his environment. Super- 
visors can unconsciously undermine 
this sense of security by frequent per- 
sonnel shifts and unnecessary organ- 
ization change. 

Opinion surveys list many other em- 
ployee complaints which suggest that 
the supervisor must ever be on his 
guard lest he become a victim of petty 


823 


gossip, falsehood, favoritism, and 
greed. The intelligent supervisor can 
recognize these hazards. He attempts to 
put the employee at ease in his sur- 
roundings; he goes out of his way to 
show an interest in employees ; he pro- 
grams for the future even though it is 
necessary to hire someone to do his 
thinking for him. He never picks the 
apple polisher ; he will never lend an ear 
to spying or gossiping about employees. 
He realizes that a “no” man is worth a 
dozen “yes” men. Possessing as he does 
a high degree of social intelligence, he 
eliminates high labor turnover, griping, 
or what is worse, a quiet biding of time 
when, by united effort, the offender can 
be destroyed. 


HRICE happy is the firm which can 

truthfully claim that numerous 
misdemeanors committed by its super- 
visors have not adversely affected em- 
ployee relations. Frankly, few will be- 
lieve that such Utopia exists. In most 
corporations, there is not only an ac- 
cumulated erosion for careless years 
gone by, but the winds of employee 
disapproval are being currently magni- 
fied. Hence, with the supervisory staff 
exerting such vital influence upon the 
worker, it seems wisdom that great care 
be given to select qualified men for 
supervisory jobs. That is the major 
consideration. 

But alas! Here, again, the ego as- 
serts itself. For where is the man who 
does not consider himself expert in 
judging human nature? Who would 
dare to doubt that supervisors are not 
selected with care? Time and again, top 
executives and department heads are 
seen to point with pride to men they 
selected, and who have made good. As 
if three or four examples established 
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evidence! Indeed, it would be worthy 
of note if a few men in any group did 
not make good. The truth of the situ- 
ation lies in a close count of selected 
failures, which are more numerous by 
far. The experts of human nature— 
all of us—never seem to recall exam- 
ples of poor judgment. 


—— simple experiment to be tried 
any hour of the day points to grave 
fallacy. Ask several experts to appraise 
a candidate for promotion. Almost in- 
variably one expert will rank the candi- 
date high in the scale of merit, while 
another expert will rank the candidate 
low. Each is confident of inherent abil- 
ity to judge, yet all cannot possibly be 
right. Time after time, one or the other 
becomes tangled with inconsistency. In 
the long run, any expert will do just as 
well by pulling names blindfolded out 
of a hat. 

To substitute for hunches, to elim- 
inate phrenology and haphazard guess- 
ing which result in costly trial-and- 
error methods of selection, personnel 
workers and psychologists offer one 
valuable suggestion. In a word, they 
tell us to investigate. Investigate the 
job which must be filled. Does anyone 
know for sure what it takes to be a 
supervisor? A pretty wife who makes 
gingerbread? A _ good sstatistician? 
Something more, maybe. So investi- 


7 


gate! Investigate what type of human 
machine must fill the job. Does the 
work require a screw driver or a trans- 
former ; an eye dropper or a gallon jug? 
Will the supervisor make his own de- 
cisions, possess practical judgment, do 
critical thinking ? Does the job require 
technical training ? Will company rules 
support a whip hand, or must the fel- 
low show tact? A careful listing of job 
requirements is prerequisite in choos- 
ing any man for a supervisory job. 


9 gre duties of the position are 
clearly defined, it follows that evi- 
dence be gathered regarding the candi- 
date. Again we investigate. What’s 
more, that evidence must be assembled 
without favoritism, though this is an 
obstacle over which few can hurdle. 
Prejudice and favoritism color each 
employee as surely as floodlights bathe 
the players on a stage. How often is a 
youth promoted because he belongs to 
the right lodge, or church, or social 
group? How seldom is the man who 
fails to “apple polish” for the boss even 
mentioned as a likely candidate? 

The “halo” effect which surrounds 
favorites of the court almost invariably 
results in advancement. The capable 
man who dares stand out for right, 
who refuses to “yes” a superior, or 
whose self-respect prevents extreme ag- 
gressiveness, almost invariably falls be- 


of people employed under him. Supervisors, responsible for 


q “THE supervisor needs training in exact ratio to the number 


production plus employee harmony, not only require more 
training than is given the worker, but they deserve the best 
training that money can buy. Few locations for such instruc- 
tion exist. Where can a supervisor be sent to learn the ten 
commandments for effective employee leadership? There is 
no answer to this poser.” 
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hind. Unnumbered examples of em- 
ployees who have been kicked upstairs, 
or who have a claim on circumstances, 
indicate that the best man often is sim- 
ply not wanted. This human tendency 
to bestow favors on whomsoever we 
like, makes it necessary that a skilled 
interrogator be appointed to question, 
not one, but many informants regard- 
ing the candidates’ qualifications. Ex- 
tremes are thus neutralized. Sound 
statistical procedure will emphasize the 
more reliable middle ground. 


O supplement testimony from the 
field, many industries today are 
turning to psychological tests which, 
under the hands of a competent admin- 
istrator, supplement data gathered 
from associates. Psychological tests 
provide standardized measurement in 
making comparisons, but do not sup- 
plant judgment. Man’s capacity to 
learn—memory, reasoning, accuracy, 
the power of observation, special think- 
ing, a knowledge of language and its 
meaning—all of these are readily meas- 
ured. Personality, too, and interests, 
providing the candidate can be per- 
suaded to be truthful, are measurable. 
Nor can we ignore the problem of 
training the supervisor after responsi- 
bility has been granted. The notion that 
because our managerial staffs comprise 
a fraction of personnel, and receive a 
small portion of payroll, the firm’s ex- 
penditure for training should be dis- 
tributed accordingly, smacks of com- 
edy. 

The supervisor needs training in 
exact ratio to the number of people em- 
ployed under him. Supervisors, re- 
sponsible for production plus employee 
harmony, not only require more train- 
ing than is given the worker, but they 
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deserve the best training that money 
can buy. Few locations for such instruc- 
tion exist. Where can a supervisor be 
sent to learn the ten commandments 
for effective employee leadership? 
There is no answer to this poser, The 
need for supervisory training centers is 
great. So much of our attention has 
been given to generators and meter 
testing, even though it is well known 
that a transformer cannot think, or 
vote, or talk back. 


uT the situation is not hopeless. 
Popular publications begin to 
speak. Like birds on a spring day, per- 
sonnel subjects show their wings in 
every phase of industrial life. Top men 
in the industry, seeing the axe of revo- 
lution at all institutions of mankind, 
are now turning from twigs of the for- 
est and are more willing to examine 
the roots. A new viewpoint, a new re- 
sponsibility has possessed us. Leaders 
are beginning to suspect that an un- 
codperative attitude on the part of em- 
ployees cannot be corrected without a 
warmer climate of understanding ; that 
so long as men working in the same 
room are strangers, the firm cannot 
expect codperation. The technical ad- 
vancement which is said to have been 
gained at the expense of human adjust- 
ment, can now play tortoise and hare 
a little, giving machines a rest while 
man gets acquainted with himself. The 
fundamental hungers of mankind must 
not only be understood by the super- 
visor, but cared for. 

Progress into human understanding 
is a must. Either we are willing to make 
alliance with employees and customers, 
or by indifference we fling wider open 
the doors to other leadership. This is 
not idle speculation. 
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eer at social legislation in the 
past dozen years should offer 
ample proof that step by step, year 
after year, group responsibility for the 
individual is being made mandatory. 
Now is a good time to start machinery 
under our own control. Call a meeting 
in the “mirror room,” where super- 
visors may take time out to look at 
themselves. Encourage employees to 


lish crystal-clear rules governing em- 
ployee-supervisor relations. Resolve 
that henceforth the best man will be 
appointed to supervisory jobs, and, in 
the language of the schoolroom, his 
“required subject” will be training in 
the difficult art of understanding the 
simple needs of the worker. Some firms 
have gone far toward this Utopia. It 
can be measurably achieved in the util- 


express themselves thus openly. Pub- ity industry as well. 





Balancing the Budget 


4 a bs we are to avoid serious trouble in the future, it is neces- 
sary that sound policies be followed all along the line. 
The most important step that can be taken is to bring about a 
balanced Federal budget through a reduction in unnecessary 
governmental expenditures. The budget prospects have ex- 
ceeded expectations as receipts are running above and expendi- 
tures below January estimates. Indications are that by next 
summer the Federal government may be close to operating 
in the black. But it is disconcerting that the estimated normal 
budget will be in the neighborhood of $25,000,000,000. This 
amount exceeds aggregate expenditures from the time of 
George Washington to Woodrow Wilson. In other words, st 
is planned to spend each year as much as was spent during 
the first 125 years of our history. This is ground for sober 
thought as any material decline in our national income would 
place this country in a vulnerable position. Hence it is of the 
utmost importance that we abandon the unsound financial 
theories that have been followed by the Federal authorities 
during the past decade or so and adapt ones that square with 
the fundamental principles which have made the American 
system so outstanding in its achievements.” 
Excerpt from “New England Letter,” 
First National Bank of Boston. 
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Translating Electric Power 
Into Oil for War 


By a rush job of building a transmission line, Southern 

California Edison was able to save a million barrels 

of fuel oil, being burnt for steam raising, and turn 
it over to the war effort. 


By JAMES H. COLLINS 


| , J ar is a chess game. Quick, un- 
foreseen moves are made by 
Mars himself. A succession of 
such moves, in the very midst of the 
military operations on both fronts, sent 
engineers of the Southern California 
Edison Company scurrying into the 
desert to build an emergency power 
line, bringing power from Boulder dam 
to the burgeoning war industries of the 
Los Angeles area. 

In the first stages of this war, mag- 
nesium was used for the vast numbers 
of magnesium bombs to be showered 
on Germany and Japan. 

At Las Vegas, Nevada, Basic Mag- 
nesium, Inc., government-sponsored 
project, made some of the magnesium, 
using Boulder power. 

Suddenly, at the very peak of things, 
the making of magnesium was cut 
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down to such an extent that Basic no 
longer needed Boulder power, and it 
came back to the owners for resale. 

That happened late in 1944. 

The reason : Jellied gasoline had been 
found more desirable for incendiary 
bombs. 

But jellied gasoline required petrole- 
um, and already the Pacific war was 
taking such quantities of fuel oil and 
petroleum products that California’s 
resources were inadequate. Large quan- 
tities of oil were being shipped from the 
midcontinent fields. 

Southern California Edison has 
steam equipment to make electricity 
when its hydroelectric current is not 
enough to meet peaks, and, to raise 
steam, the company burns oil. 

For war, Edison was burning a mil- 
lion barrels of fuel oil yearly. 
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If this block of hydroelectric power 
from Boulder could be used instead, 
that would amount to saving a million 
barrels of oil for military uses. 

Those were the chess moves made by 
Mars, and the only possible move by 
his opponents would be to build a trans- 
mission line. This would be the “third 
line,” because Edison already had two 
lines from Boulder, now loaded to ca- 
pacity by the steadily rising war de- 
mand. And, projecting the curve of that 
demand far enough ahead to provide 
for the long war that was then being 
anticipated, it was plain that this power 
would have to be brought in sooner 
or later. 


iy sooner—why not now? It would 
take the best part of a year, any- 
way, to build the third line. 

So, in early 1945, the company be- 
gan planning a new 220-volt transmis- 


sion line, to bring in 125,000 kilowatts, 
and the War Production Board ap- 
proved the purchase of the materials 
for the line and a new major substa- 
tion. This block of Boulder power has 
a history and technology of its own. 

When the dam was a-planning, in 
the late 1920’s, nobody thought of war, 
and it looked as though the power de- 
veloped by the project might be more 
than the region would be able to utilize 
for years to come. 

However, the enabling act said that 
all the power had to be sold to responsi- 
ble contractors before construction 
went ahead. So the Secretary of the 
Interior sold it in two different forms, 
to a mixed lot of customers—the states 
of Nevada and Arizona (18 per cent 
each), the Metropolitan Water Dis- 
trict of Southern California (36 per 
cent), the city of Los Angeles (15 per 
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cent), the cities of Pasadena, Glendale, 
and Burbank (4 per cent in toto), and 
three utility companies, Southern Cali- 
fornia Edison, Los Angeles Gas & 
Electric, and Southern Sierras Power 
(9 per cent im toto). 

Clearly, years might pass before 
Nevada and Arizona would need their 
one-third of Boulder power, so, until 
they did need all of it, their surplus was 
to be taken by the city of Los Angeles 
and the three utility companies, known 
as “junior allottees.” It was to be paid 
for whether they used it or not—they 
were underwriters. 


if Ge Metropolitan Water District, 
formed primarily to bring Colo- 
rado river water to Los Angeles and 
certain neighboring cities, might also 
have more power than it could use in 
those early years. Most of its require- 
ments were for pumping water. It had 
to pay for its entire allotment from the 
start. But the contract gave an “out.” 
The District could release any surplus 
of its power to the Secretary of the 
Interior, who would offer it for sale, 
on District account. 

Boulder dam was finished in 1936, 
while the region was slowly coming out 
of the depression, and there followed 
several years of above-average rainfall 
that increased Southern California’s 
hydroelectric power, and reduced Dis- 
trict water demand, and needs for 
pumping power. 

So, in 1938, a large block of District 
power came onto the market. None of 
the other contractors could use it, ex- 
cept Southern California Edison, 
which, before the “defense” period, in 
1941, was able to market some. And 
some was sold to the various small util- 
ity customers. 
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Then came war, and Uncle Sam ac- 
quired the use of 1,500,000,000 kilo- 
watts for Basic Magnesium, of which 
about 1,100,000,000 kilowatts came 
from the District’s allotment, and the 
rest chiefly from the city of Los An- 
geles and Southern California Edison. 
It may be well to explain that Edison’s 
customers are all outside the bounda- 
ries of the city of Los Angeles, which 
is supplied by its municipal utility sys- 
tem. 


hover Uncle Sam no longer needed 
his billion and a half kilowatts for 
magnesium, it was offered for sale, 
with complications to whoever pur- 
chased, because it had already been 
sold, and then resold, and the customer 
would have to take it at another re- 
sale. 

There were two customers in sight. 
Los Angeles and Southern California 
Edison loads were growing at a rate 
that, apart from the war demand, made 
it likely that they could take all of it 
permanently. 

These two customers started nego- 
tiations in May, 1944, which went on 
until January, 1946, when contracts 
were signed with the Secretary of the 
Interior. 

For the remaining forty-two years 
of the original Boulder contracts, Los 
Angeles will get 55 per cent, Edison 
40 per cent, and another utility com- 
pany, California Electric, 5 per cent, of 
the surplus block. The price, after a 


5-year absorption period, is the full 
cost to the District for falling water, 
and the United States sells for District 
account. 

Los Angeles will generate its power 
on its own generators, while Edison 
uses spare capacity of District genera- 
tors. Also, Edison acquires the right 
to use spare capacity of District’s trans- 
mission line from the dam to the Los 
Angeles area. And Edison contracts to 
provide transmission for California 


Electric’s share. 
TAN the outset, and for the earlier 
years of the contract, Edison got 
the equivalent of 135,000 kilowatts 
more generating capacity, when the 
Metropolitan Water District was not 
pumping at all. When one line of Dis- 
trict pumps goes to work, this is re- 
duced to 120,000 kilowatts; with the 
second line in operation, 105,000; and 
the third line of pumps, 90,000. 
Edison’s two existing transmission 
lines were then carrying up to 300,000 
kilowatts, and could take no more load, 
so a third line was mandatory. 
Several routes were available, but 
the one selected had the wartime ad- 
vantage of saving scarce materials and 
labor. It is also an excellent permanent 
route for the years of service ahead. 
The Metropolitan Water District, 
from which the power is obtained, has 
a transmission line from Boulder dam 
to Hayfield, California, 177 miles long. 
By taking the power from the Dis- 


e 


make electricity when its hydroelectric current is not enough 


q “SOUTHERN CALIFORNIA EDISON has steam equipment to 


to meet peaks, and, to raise steam, the company burns oil. For 
war, Edison was burning a million barrels of fuel oil yearly.” 
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trict’s line at Hayfield, instead of going 
clear up to the dam, that span of con- 
struction was eliminated from Edison’s 
plans. 

From there, the company planned 
its own line to the new substation 
“Highgrove,” near Colton, California, 
a distance of 127 miles. Boulder power 
largely serves the large Edison area in 
Riverside and San Bernardino coun- 
ties. The company’s first two trans- 
mission lines come in at Chino, San 
Bernardino county. 

When the third line was planned, the 
company was considering a change- 
over from 50 to 60 cycles, since that 
time begun, to be completed over a 
term of years. 


HEREFORE, the new line was built 

to be convertible from 50 to 60, 
when and if. To provide for 60-cycle 
outlets into the company’s 50-cycle sys- 
tem, two 60,000-kilovolt ampere syn- 
chronous condensers were ordered for 
operation, first together as motor and 
generator of a 60,000-kilovolt ampere 
frequency charger set, and later as two 
separate 60,000-kilovolt ampere 60- 
cycle synchronous condensers. This 
frequency charger, combined with an 
existing 50,000-kilovolt ampere fre- 
quency charger at Chino, provided an 
outlet for 110,000 kilowatts to the 
company’s 50-cycle system, and for 
the company’s existing 60-cycle load 
in southern California. 

Being a hurry job, the line was com- 
pleted in eight months. Current was 
switched on the last day of 1945. It 
cost more than would have been the 
case if it had been built as a normal 
expansion of the Edison system. But 
there was a war on, and it kept demand- 
ing more and more power. 
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And being a hurry job, the details 
of acquiring the right of way were 
taken care of while construction was 
going on—there was no advance pause 
for the right-of-way men, and they sat 
in while the route was being mapped by 
engineers, and often influenced the 
route. 

As far as was economically feasible, 
the line went across land that had the 
fewest other uses; avoided communi- 
cation trunk lines and certain other 
properties; kept away from the snow 
and sleet hazard on high elevations; 
and turned as few corners as possible— 
it costs about $1,000 to turn a corner 
with such a transmission line. 


| a total route length of 130 miles, 
about 100 miles were over private, 
and 30 miles over public, lands. In the 
latter, there were 8 miles over Indian 
reservations. In the Boulder Canyon 
Act, rights of way for power lines are 
granted over public lands, but that does 
not include Indian lands. They were 
treated as private lands, and the right 
of way secured by negotiation. 

Title searching to find out who 
owned what, disclosed several hundred 
privately owned tracts, some belong- 
ing to several owners who must all sign 
their consent. More than 300 individ- 
uals were signed up before the whole 
route was legally cleared. In some 
cases, construction went on under writ- 
ten consent, pending the clearing of 
title complications. Otherwise, the 
work would have been held up for 
months. 

On level or slightly undulating coun- 
try, the right of way was 150 feet wide, 
but in rough country, where spans were 
longer, a wider route was needed. 

As field parties of engineers located 
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Lake Mead 


6¢ PaKe Meapis... the largest artificial lake in the world, 227 square 

miles of water, 550 miles of shore line, 8 miles wide at its widest 

point, and extending upstream 115 miles. Fishing, motorboating, and 

sailing are water sports of these dwellers in the desert, and scenic trips 

take them up into seven different states that make up the Colorado river 
watershed...” 





the route, four negotiators worked 
with them on rights, and behind them 
was a large office staff preparing op- 
tions, obtaining easements, searching 
titles, opening escrows—and, because 
office help was scarce, working Satur- 
days and evenings. 

Construction was done by the Stone 
& Webster Engineering Corporation, 
under Edison supervision, those con- 
tractors having built the company’s 
first two transmission lines. 


OAD building was the first activity. 
More than 100 miles of road were 
needed to get the materials up to the 
line, and provide for patrol and main- 
tenance afterwards. 
Actual construction started in late 
April, with the concrete footings for 
500 steel towers. These footings saved 
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labor, time, and cost, compared with 
the earth footings formerly used for 
transmission lines. They were concrete 
piles, 18 to 36 inches in diameter, 10 
to 16 feet deep, cast in place. Three- 
fourths of them were cast in holes dug 
by earth augers, and one-fourth in 
holes dug by hand. 

By skillful spotting, the number of 
towers was held down to an average 
of 3.57 per mile, and an average span 
of 1,480 feet. The towers took 2,600 
tons of steel, and the footings 280 tons 
for reinforcement. Erection of the 
towers began in June, and wire string- 
ing in July. There were 387 miles of 
aluminum conductor, steel reinforced 
(ACSR), 605,000 circular mils, with 
260 miles of half-inch steel overhead 
ground wire, and about 23,500 suspen- 
sion-type insulators, 15 to the string. 
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As the timetable would have it, the 
peak of the work fell in the hottest 
months of summer. Practically the 
whole line was in the California desert. 
There might be oases of irrigated 
country, but they all had the same cli- 
mate overhead. 

So, the labor problem can be imag- 
ined—and was even tougher than that. 


 @ the cities where men were hired, if 
they could be found, the armed 
forces had first call on the kind of ac- 
tive young fellows needed for this kind 
of work, and then there were war 
plants on every hand, offering good 
wages for eight hours’ work, in toler- 
able temperatures, with entertainment 
in the middle of the night if your shift 
let you out then, and: all the comforts 
of home. 

In competition with that, the power 
line offered a 10-hour day, for twelve 
straight days, regardless of Sundays or 
holidays, and then after two days off, 
another 12-day shift. 

Under a sky that never had a flicker 
of a cloud from the early summer dawn 
to the late summer sunset, in heat that 
a lizard somehow withstood, but rat- 
tlesnakes had too much sense to suffer. 

The hiring was hard, the training of 
new men continuous, and the turnover 
something to beat the statistics. 

But the show went on! 

The Highgrove substation, about 2 
miles south of Colton, and about the 
same distance north of Riverside, oc- 
cupies a 30-acre site, and has a historic 
interest—an earlier Highgrove hydro- 
electrical plant, one of the first in 
southern California, was built there in 
1886, to light the streets of Riverside. 

The station cost around $2,000,000, 
almost as much as the line, estimated 
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at $2,300,000. It has a main bank of 
three 25,000-kilovolt ampere trans- 
formers, with a spare, to step down 
from the line’s 220 kilovolts to 66 kilo- 
volts ; also, six 25,000-kilovolt ampere 
transformers, three to step down from 
66 kilovolts to frequency changer volt- 
age, and three to step up from fre- 
quency changer voltage to 66 kilovolts. 

The 60,000-kilovolt ampere, 60-50- 
cycle frequency changer is made up of 
two 60,000-kilovolt ampere synchro- 
nous condensers. Come the day when 
the changeover is made to 60-cycle cur- 
rent, eliminating the need for the fre- 
quency changer, the two machines will 
be used as synchronous condensers, es- 
sential to the operation of high-voltage 
transmission lines. The station has one 
incoming and one outgoing 220-kilo- 
volt line, with several outgoing 66-kilo- 
volt lines to supply power to Riverside, 
Redlands, San Bernardino, and sur- 
rounding industries. 


O N December 16th, preliminary 
tests were made of the line to de- 
termine whether it set up interference 
with telephone, telegraph, or railroad 
dispatching equipment in the area. A 
few days ahead of December 31st, the 
official day to which everybody had 
been working, the line was energized, 
as a test, for a few minutes, and some 
items of construction were finished 
after the power had been turned off. On 
the morning of “the day,” it went into 
service, and until the New Year chimes 
rang that night, was given various load 
combinations, as a “shakedown,” and 
then, at midnight, was declared in nor- 
mal service. 

Up at the dam, Edison is the oper- 
ating agency for other utility compa- 
nies taking Boulder power, using ex- 
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clusively 3 of the 13 generators that 
have been installed to date—A-5, A-6, 
and A-7. There will be 17 generators 
when the whole Boulder power plant 
is completed. Also, Edison has oper- 
ated N-7 since it was installed by the 
Defense Plant Corporation during the 
war, pending its taking over when 
needed by the Metropolitan Water Dis- 
trict. During the war, Edison also 
used two other generators, N-5 and 
N-6, sharing with the District, and 
negotiations are going on for continued 
sharing of these two units. 

Operating staffs for Edison, the 
District, Los Angeles, and other 
Boulder power users, live in an unusual 
town, one that could make a first-rate 
resort. 


. is Boulder City, built to house the 
workers who built the dam, and 
then taken over as a place for power 
and maintenance people to live. On 
government land, the landlord is Uncle 
Sam, and his agent the Bureau of 
Reclamation, Department of the In- 
terior, which governs and polices, is- 
sues the necessary permits to carry on 
a business, etc. 

This may be paternalism, totalitar- 
ianism, regimentation—it is certainly 
not capitalism or free enterprise, be- 
cause nobody can own any land. 

However, in the middle of the des- 
ert, there thrives a town of about 4,500 
population, green with trees, lawns, 


gardens, and a large public park. Most 
of the breadwinners work for govern- 
ment agencies—Bureau of Reclama- 
tion, Bureau of Mines, National Park 
Service, and others—or for the city of 
Los Angeles, the Metropolitan Water 
District, Edison, and so on. They are 
preponderatingly salaried people, and 
have more than the average number of 
clubs, including service clubs, and cul- 
tural, philanthropic, and other organ- 
izations. For its own employees, Edi- 
son built twenty modern homes on 
Cherry street, insulated, air condi- 
tioned, and adapted to desert living. 

When the citizen of Boulder City 
has a day off, or takes his vacation, he 
need not go far for recreation. 

Lake Mead is just the upper side of 
the dam, the largest artificial lake in 
the world, 227 square miles of water, 
550 miles of shore line, 8 miles wide 
at its widest point, and extending up- 
stream 115 miles. Fishing, motorboat- 
ing, and sailing are water sports of 
these dwellers in the desert, and scenic 
trips take them up into seven different 
states that make up the Colorado river 
watershed, and through Boulder can- 
yon, wild gorges, miles of cliffs, buttes, 
and sandstone formations, carved into 
innumerable shapes by the ages, and 
flaming with color. 


|. wr under war pressure, and not 
cut in until after the surrender of 
Germany and Japan, it may be asked 


2 


dustrially, and will need all of Boulder’s power, and more. 


q “THE southern California area is definitely developing in- 


For a few years, while the dam was being planned and built, 
its power had to be shuffled around, but today, Boulder has 
no market problem in its power, which promises to pay for 
the dam in fifty years, as was anticipated.” 


833 


JUNE 20, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


whether this third transmission line is 
a war expense, to be written off with 
peace. 

The answer is that, while the cost 
was higher on account of war and 
speed, the line would have been built 
eventually, because the power would 
have been needed by the communities 
that Edison serves. 

Contrary to expectations, the com- 
pany’s load has not dropped from the 
war’s end level, though that is now a 
little off from the wartime peak, in 
1945. 


The additional power is being used, 
and will continue to be used, subject 
only to changes in general business con- 
ditions. 

The southern California area is 
definitely developing industrially, and 
will need all of Boulder’s power, and 
more. 

For a few years, while the dam was 
being planned and built, its power had 
to be shuffled around, but today Boul- 
der has no market problem in its power, 
which promises to pay for the dam in 
fifty years, as was anticipated. 
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Phone Book Facts in New York 


T takes 330 men in 30 trucks three weeks to deliver all the 
I phone books in Manhattan alone, the largest customer being 
Hotel Pennsylvania (2,500 books). Delivery to an island sub- 
scriber in Jamaica bay has to be accomplished with a rowboat. 


x* * * * 


Two cigar stores in Times square have the largest phone 
booth turnover—each chewing up one complete phone book 
every forty-eight hours. The covers generally last about five 
hours of this heavy combat duty. 


* * * * 


Amonc valuables left in old phone books are: war bonds, in- 
surance policies, a letter from Mahatma Ghandi. And very fre- 
quently money and very, very personal memoranda. One man 
who hid his whole month’s salary (from whom, we wonder?) 
tn the phone book found it after searching—with the aid of his 
whole family—two days through the pages of over 50,000 
directories. 
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THE MAIL BAG 


Good Old Municipal Plants 


I READ with great interest the fine article, 
“The Municipal Plant Threat” by Fran- 
cis X. Welch, in your June 6th issue. But I 
think a difference should be observed between 
municipal plants which have always been pub- 
lily owned from the beginning, by free choice 
of the local people, and those more recently 
fostered by Federal lending and spending poli- 
cies. I am sure Mr. Welch would agree to this 
distinction and that many old-line municipals 
are run by good Americans who believe in the 
free private enterprise system just as much as 
the rest of us. 
—Crype T. Squies, 
Resident, Boston, Massachusetts. 


¥ 


Modern Burglar-proof 
Technique 


A® article in the January 3rd issue of PuBLIc 
Urtitities FortNIGHTLY, entitled “Radar: 
Industrial Giant” by Robert M. Hyatt, in dis- 
cussing crime detection, says: “But banks are 
still guarded only by outmoded burglar alarm 
systems, which can be made useless by clever 
crooks,” 

The modern method of protecting bank 
vaults consists of sound detectors installed 
within a vault, which detect any noise incidental 
to an attack, such as hammering, drilling, or 
the sound of a cutting tool. In addition, doors 
are protected with heat detecting devices and 
doors and bolts are equipped with contacts. 
Any attempt to enter by opening the door or 
by digging, drilling, or burning instantly causes 
an alarm, either by the sounding of a public 
alarm gong in a protected housing on the out- 
side of the building, by transmitting a signal 
to an outside central station or police head- 
quarters, or by a combination of these. The de- 
sign is to detect the attack before there is any 
substantial damage to the vault structure, let 
alone a penetration of it, and to capture the 
burglars, if possible. 

In most of the 450 cities and towns where 
ADT Central Station Service is available, the 
American District Telegraph Company pro- 
vides a sound detection system known as the 
Phonetalarm. This system is under continuous 
electrical supervision of the ADT Central Sta- 
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tion which checks the openings and closings 
of the vault and provides an immediate re- 
sponse to all alarms by armed guards, with 
police codperation. Skilled maintenance forces 
keep the protection equipment in proper operat- 
ing condition at all times. .. . 

ADT records show that no vault protected 
by the Phonetalarm has ever been successfully 
attacked, 


A’ present, and for a number of years be- 
fore the war, ADT has made use of radio 
phenomena in its protection system for guard- 
ing safes. In this system, the safe is con- 
nected to a control unit and functions as one 
plate in a condenser while the ground serves as 
the other plate. Approach of a human body 
varies the capacitance, unbalances a “tuned” 
circuit, and causes an alarm at the central sta- 
tion. A system based on the same principle is 
also available for protection of outdoor as well 
as indoor areas. In this case, an electric field 
is established around the wires of antennae 
set up in the form of a fence to protect the 
boundary of the property or a particular 
CM 5 5 

We expect that within the next decade 
radar principles will effect major changes in 
the construction and operation of burglar 
alarm systems, but it is rather inaccurrate for 
your author to state that present systems are 
outmoded and can easily be defeated by clever 


crooks. 
—R. K. Hyoz, 
Advertising manager, American District 
Telegraph Company. 


aa 


Equality in Utility Treatment 


Quoc government-owned utilities be taxed? 
As I see the whole picture, it’s not so much 
a matter of discrimination against the private 
utilities solely, as it is against all of the rest of 
the people who are not fortunate enough to 
share in the lower rates and prices created by 
these government utilities. After all, the cost 
of running our government amounts to so 
much. Other than this, the cost of doing busi- 
ness and running our industry throughout the 
country as a whole also amounts to so much. 
Unquestionably, this latter minority group of 
people, who are now fortunate enough to be 
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sharing in these lower rates and prices created 
by the government utilities, are by this very 
reason not assuming their fair share of the re- 
sponsibility and over-all costs of running our 
government and running our business and in- 
dustry as a whole. Somebody has to pay taxes 
to our government so as to cover running ex- 
penses. Somebody has to pay for the higher 
costs of money and running business and indus- 
try as a whole, due to the greater risks en- 
tailed. We are only deceiving ourselves, other- 
wise. 


These very burdens are not being shared 
by this favored minority of people. These bur- 
dens are being carried entirely by all the rest of 
the people, who are not so favored. It’s just 
plain, ordinary common sense. It doesn’t take 
higher mathematics to be able to see that. 

Conclusion: The costs of running these gov- 
ernment utilities should not only be charged 
with equal taxes, but they should also be 
charged equally with all the other expenses. 

—Burton R. AMSDEN, 
Resident, Providence, Rhode Island. 











Efficient Transportation of Gas 


é¢ HE physical form of natural gas makes for certain 

disadvantages in handling the product as well as cer- 
tain advantages. It cannot be transported in open containers. 
It cannot be hauled in a wagon or shipped on a railroad or go to 
the sea in ships. 

“On the other hand, natural gas can be moved easily and 
cheaply in a closed container through differentials in pressure. 
Especully since the perfection of the electrically welded pipe 
lines and metallurgical improvement in steel pipe, natural gas, 
or any other gas in fact, can be transported without loss of sub- 
stance, at alow price for hundreds of thousands of miles, across 
any continental area. There is no handling, loading or unload- 
ing, storage in bins or tanks; there is no packaging. 

“The natural gas industry has one of the most efficient trans- 
portation systems. A pipe line does not have any dead-head 
return trips ; it does not have empty scoops that go back for new 
loads. A pipe line does not have any waste motions ; it is one- 
way and ready to deliver gas under a coffee pot or in a steam- 
generating plant or manufacturing establishment.” 

—E. Hottey Por, 
Gas Consultant. 
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Government Utility 
Happenings 


New Oil and Gas Division 
May Be Potent Agency 


| penn ne Secretary J. A. Krug has re- 
quested a group of oil industry rep- 
resentatives to act as an advisory com- 
mittee in codperation with Interior’s new 
oil and gas division. The committee will 
meet with the Secretary to discuss the 
policies of the division. 

There has been much speculation qs to 
the future activities of the division since 
it was established at the direction of 
President Truman when he abolished the 
old Petroleum Administration for War. 
Initially, at least, the new agency seems 
likely to continue some of the work of 
PAW, with Ralph K. Davies, former 
deputy administrator of PAW, named 
temporary chief of the division. It has 
also assumed the authority and duties of 
the Petroleum Conservation Division, 
taking over the personnel and records of 
that agency. 

Just what influence the division will 
exert in the gas field is problematical. 
Secretary Krug’s directive establishing 
the agency outlines the general objectives 
to be attained as follows: 

1. Assist the Secretary to codrdinate and 
unify policy and administration in respect to 
the functions and activities relative to oil 
and gas carried on by the several depart- 
ments and agencies of the Federal govern- 
ment; serve as the channel of communica- 
tion between the Federal government and the 
petroleum industry; serve as liaison agency 
of the Federal government in its relations 
with the appropriate state oil and gas bodies ; 
and review technological developments in 
the field of petroleum and synthetic hydro- 
carbon fuels, and codrdinate Federal policy 
with respect thereto. 

2. Obtain ard analyze information as to 
oil and gas matters in which the Federal 
government has a proper interest and, in this 
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connection, serve as the central Federal 
clearing house for statistics, technical data, 
and other information... 

3. Keep the Secretary informed with re- 
spect to the adequacy and availability of sup- 
plies of petroleum and its products... 

4. Develop proposals looking to the cen- 
tralization of Federal functions and activi- 
ties relating to oil and gas... 

5. Codrdinate all oil and gas policies and 
activities in the Department of Interior. 


1 instructions suggest the du- 
plication of at least some of the au- 
thority now vested in the Federal Power 
Commission in regard to gas matters. If 
the new division is to “codrdinate and 
unify policy and administration” of the 
activities of “agencies of the Federal 
government” in these matters, it appar- 
ently will be able to define certain FPC 
activities. Item 4 in the list above might 
involve the same kind of authority. Until 
Secretary Krug has completed his con- 
ferences with industrial groups, however, 
it is unlikely that the oil and gas division 
will reveal its plans for either the petro- 
leum or gas industries. 


* 


Ickes’ Article Starts New 
Power Policy Debate 


s the development of “cheap Federal 

power” part and parcel of the gov- 

ernment’s reclamation policy—and, if so, 
how did it get that way ? 

Two men, both eminently qualified to 
answer this complex question authorita- 
tively, recently debated the subject at 
long range. Harold L. Ickes, who likes to 
boast that he was “Secretary of Interior 
longer than any other man,” opened the 
debate in one of his syndicated news- 
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paper articles with an attack on the Na- 
tional Reclamation Association and 
Floyd O. Hagie, who was secretary-man- 
ager of the association until his resigna- 
tion on June Ist. Both the Ickes article 
and Mr. Hagie’s reply, which was re- 
leased to the press a few days later, 
hinged upon basic differences of opinion 
as to the role of power development in 
the Federal reclamation program. 

According to the former Interior Sec- 
retary, power always has been a primary 
objective of the reclamation program, as 
conducted by Interior’s Bureau of Rec- 
lamation and supported by the National 
Reclamation Association. Said his arti- 
cle: 

The goals of the government’s reclama- 
tion program have been three: (1) the irriga- 
tion of arid lands; (2) cheap electric power 
to pump water onto these lands; (3) a lim- 
itation to 160 acres one person may own of 
such reclaimed lands. 

For years the government, through the 
Bureau of Reclamation, supported by the 
Reclamation Association, marched toward 
these goals. In this fight the association was 
to the bureau what the Navy League is to 
the Navy Department. 


|B yen recent years, Mr. Ickes de- 
clared, the Reclamation Associa- 
tion has refused to back Interior’s 
“cheap public power” policy, as well as 
the “160-acre land limitation.” In taking 
this stand the association, he inferred, 
had been influenced by “the big landown- 
ers and the private power companies.” 

The Ickes article contended that “The 
private power companies opposed the 
(reclamation) program because they 
considered cheap government power as 
a threat to the excessive charges that their 
monopolistic practices made possible.” 

Mr. Hagie’s reply dismissed charges 
that his association had been influenced 
by private power companies and land- 
owners as “unfounded statements and 
false innuendoes.” He then developed his 
contention that the Interior Depart- 
ment’s public power program was insti- 
tuted by Secretary Ickes—without bene- 
fit of congressional sanction. He said: 


As Secretary of the Interior, Mr, Ickes 
was obligated to comply with the reclama- 
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tion laws laid down by Congress. But what 
was Mr. Ickes’ unrecorded record during 
his long régime as Secretary of the Interior? 
Not being interested in the purposes of the 
Reclamation Act to reclaim arid lands, but 
being interested in putting the Federal govy- 
ernment into the power business, he set about 
changing the Bureau of Reclamation into a 
bureau of power, against the wishes of the 
arid states and without congressional action, 


The Hagie statement reports on a con- 
ference in April, 1942, with Secretary 
Ickes and Reclamation Commissioner 
John C. Page (who later resigned). Dur- 
ing this session the Secretary announced 
“that he was not interested in the irriga- 
tion of arid lands but only in the Federal 

wer program.” At the same time Mr. 

ckes is reported to have demanded “that 
the National Reclamation Association 
would either help him put over his... 
program, or there would be no more rec- 
lafnation . . . if he could prevent it.” 


CCORDING to Mr. Hagie, the associa- 
tion still refused to support the 
Ickes power program, but the Secretary 
“suspended the sentence” upon reclama- 
tion work. But Interior’s power program 
marched on. Secretary Ickes took the 
following steps to insure its success, Mr. 
Hagie added: 


1, An opinion two years ago by his solici- 
tor changing the intent of Congress as ex- 
pressed in the 1938 Reclamation Act, which 
required the amortization of Federal invest- 
ments in commercial power plants in fifty 
years with interest to the government at the 
rate of 3 per cent annually on unpaid bal- 
ances, to a proposal that only 3 per cent of 
the investment need be repaid annually, 
which would have the effect of having the 
taxpayers of the nation subsidize commer- 
cial power investments . . . to the extent of 
... millions of dollars annually. 

2. The issuance in January of this year of 
an Interior Department power policy which 
is contrary to the Federal reclamation laws. 
The Bureau of Reclamation was ordered to 
put the power policy into effect. 

3. The replacement of experienced recla- 
mation engineers in key positions (in the 
Reclamation Bureau) with publicity men, 
and the creation of a huge propaganda ma- 
chine to carry Mr. Ickes’ power program 
forward. 


The Reclamation Association, Mr. 
Hagie continued, opposed much of this 
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program “on the ground that it was not 
economically sound and, if put into prac- 
tice, would sooner or later result in Con- 
gress curtailing or abandoning the. . . 
reclamation program.” 

The aforementioned opinion by an In- 
terior Department solicitor was the sub- 
ject of much controversy at hearings of 
the House Irrigation and Reclamation 
Committee on the Robinson Bill (HR 
5124) last March. The latter bill, which 
was designed to define, once and for all, 
the amounts to be repaid to the govern- 
ment by power features of reclamation 
projects, would have set aside the solici- 
tor’s opinion. The opinion was upheld in 
the testimony of Reclamation Commis- 
sioner Michael Straus and his staff. Mr. 
Hagie and other representatives of west- 
ern irrigationists urged that the bill be 
approved, warning that future Reclama- 
tion Bureau appropriations probably 
would be slashed unless Congress was as- 
sured that multiple-purpose reclamation 
projects would be amortized on a sound 
basis. The solicitor’s opinion (which has 
not yet been applied to any Reclamation 
Bureau projects), they contended, was 
completely unsatisfactory to many Con- 
gressmen. 

The Robinson Bill bogged down in 
committee. After several revisions the 
original measure was discarded and a 
new bill (HR 6574) was introduced on 
May 25th. Meanwhile, the 1947 Interior 
Department Appropriation Bill was in- 
troduced in the House and was passed— 
with the Bureau of Reclamation’s budget 
slashed from $166,894,055 to $72,271,- 
475. 

* 


Sachse Called to Europe 


EDERAL Power Commissioner Rich- 

ard Sachse has joined the staff of U. 
S. Reparations Commissioner Edwin W. 
Pauley as a special engineering consult- 
ant. On temporary leave of absence from 
his duties with FPC, Commissioner 
Sachse, at the request of Mr. Pauley, is 
making a study of power supplies and 
requirements in Germany and Central 
Europe. 
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‘Though unwilling to discuss the de- 
tails of his mission, Commissioner Sachse 
scouted the rumor that some German 
power equipment might be taken by the 
United States in lieu of reparations. It 
was more likely, he conceded, that Eu- 
rope would need additional equipment 
from the United States to supply its pow- 
er needs. 

Mr. Pauley requested Commissioner 
Sachse’s assistance last month for power 
surveys in Manchuria and China, as well 
as in Europe. Due to the pressure of 
duties with the Power Commission, Mr. 
Sachse was unable to make the trip to 
the Orient with the reparations group, 
which he joined in Berlin. Born in Dres- 
den, Germany, Commissioner Sachse 
was chief engineer, then a member of the 
California Railroad Commission prior to 
his appointment to the FPC in Septem- 
ber, 1945. Before his departure, the four 
other FPC commissioners passed the fol- 
lowing resolution : 

WHEREAS, as members of the Federal 
Power Commission we wish to record 
our appreciation of the honor conferred 
upon our colleague, Commissioner Richard 
Sachse, by the request of Edwin W. Pauley, 
United States Representative on Repara- 
tions, that he serve as adviser in connection 
with the preliminary survey on German 
power installations and other power repara- 
tion problems to be undertaken in Germany, 
beginning about the middle of June: 

E Ir Resotvep, That we hereby indicate 
our full approval of Commissioner Sachse’s 
taking the necessary time to serve in this 
capacity which, we believe, is well within 
the field in which the commission is natural- 
ly equipped to advise the government and 
in keeping with his wide engineering ex- 
perience. If, in the progress of the work, 
he should require the assistance of the com- 
mission, we will be happy to respond to any 
request for data or expert aid which the 
President may request. 


Commissioner Sachse expects to 
spend approximately one month on the 
European mission. 


& 
Grand River Dam Bill 


EDERAL plans to return control of 
Brana River dam to the state of 
Oklahoma neared completion last month 


JUNE 20, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


when the House of Representatives 
passed the Stigler Bill (HR 5508). This 
measure would grant the Secretary of 
Interior authority to conduct the legal 
and financial negotiations necessary to 
the transfer with the Grand River Dam 
Authority, a state agency. 

Grand River dam was taken over by 
the Federal government by presidential 
order during the war. It was operated 
by the Interior Department and tied in 
with other Federal power projects in the 
Southwest to form a link in a wartime 


power pool. 


Arkansas Court Relaxes 
Restrictions on Co-ops 


| gree codperative members are 
hailing a recent decision of the 
Arkansas Supreme Court which set aside 
an order of the state public service com- 
mission designating the Arkansas-Loui- 
siana Electric Codperative, Inc., a public 
utility subject to commission supervi- 
sion. The decision, co-op people say, in- 
sures a relaxation of some of the restric- 
tions placed upon cooperative activities 
by previous interpretations of Arkansas 
statutes. 

In the first place, the court held that 
since the Ark-La co-op served only oc- 
casional nonmember customers (the 
court found that it had only one such 
customer ), its services were not available 
to the public generally, and, therefore, it 
was not a public utility. The public serv- 
ice commission had contended that a 
co-op which served any nonmembers was 
engaged in serving the general public and 
thus was subject to public utility regu- 
lation under Arkansas law. A broad in- 
terpretation of the court’s holding in this 
regard might permit Ark-La to enter into 
an agreement permitting a private elec- 
tric company to use a portion of its trans- 
mission line. Negotiations along these 
lines, spokesmen for the codperative say, 
have been snagged by the previous stand 
of the public service commission on non- 
member customers for codperatives. 

The public service commission also 
contended that codperatives organized in 
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Arkansas and operating in that state 
should not be permitted to join the Ark- 
La co-op, which was organized in Lou 
isiana and was permitted greater free- 
dom of action under the codperative laws 
of the latter state. The court also upset 
this contention by ruling that Arkansas 
co-ops were legally entitled to join Ark- 
La, an association of co-ops of both 
states, so long as Ark-La and its member 
co-ops abided by the laws of their re- 
spective states. 

The court further ruled that a coépera- 
tive organized in another state was en- 
titled to operate in Arkansas with all the 
rights and privileges of Arkansas co-ops 
except that of eminent domain. 


Aa 
Dams As Highway Bridges 


O-CALLED multiple-purpose dams built 
by various Federal agencies soon 
may be required to fill still another pur- 
pose if a bill recently approved by a 
congressional committee becomes law. 
Dams, which aiready must serve—in 
many cases—as irrigation, navigation, 
flood-control, power production, recrea- 
tional, and other types of projects, might 
be designed also as highway bridges, ac- 
cording to this measure. 

The bill (HR 6324), introduced by 
Representative Robinson (Democrat, 
Utah) and approved by the House Com- 
mittee on Roads, would require the gov- 
ernment’s dam-building agencies to con- 
struct any selected dam “in such manner 
that it will constitute and serve as a suit- 
able and adequate foundation. . . . and 
to design and construct upon the founda- 
tion thus provided a public highway 
bridge upon and across such dam...” 

State highway departments would con- 
fer with the United States Commissioner 
of Public Roads to determine whether a 
bridge over a chosen dam would be “eco- 
nomically desirable and needed as a link 
in the state- or Federal-aid highway sys- 
tems.” Extra costs for bridge planning 
and construction would be returned to 
the dam-building agency from a special 
fund available to the Commissioner of 
Public Roads. 
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{3 HE practicability of furnishing rural 
telephone service by radio will be 
tested under actual operating conditions 
this summer in the vicinity of Cheyenne 
Wells, Colorado, the American Tele- 
phone and Telegraph Company an- 
nounced recently. 

Authorization to establish the neces- 
sary radio facilities at Cheyenne Wells 
and at the ranches involved in the test 
has been granted by the Federal Com- 
munications Commission to the Moun- 
tain States Telephone & Telegraph Com- 
pany, which serves that section. It is 
planned to begin installation of the sys- 
tem at once. 

The equipment has been developed by 
the Bell Telephone Laboratories, which 
will participate in the trial. 

Radio is one of several new methods 
and devices with which the Bell system 
is experimenting in its program to ex- 
tend telephone service to another million 
rural homes within the next few years. 
The development may be of far-reaching 
significance to families who desire tele- 
phone service, but who live in remote and 
sparsely settled areas well beyond reach 
of telephone and power lines. 

Cheyenne Wells, center of the area se- 
lected for the experiment, is in eastern 
Colorado, near the Kansas border. The 
tight ranch families who will participate 
in the trial live in widely separated loca- 
tions 11 to 21 miles from the town and 
are not reached by either telephone or 
power lines. The power needed to oper- 
ate the subscribers’ radio equipment will 
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be obtained from their home electric 
plants. 


our of the ranches will be served by 

direct radio links to the telephone 
central office in Cheyenne Wells. The 
other four will be reached by compara- 
tively short wire lines extending from 
one of the near-by ranches having radio- 
telephone equipment, through which they 
will be connected with the central office. 
By means of this radio and wire com- 
bination the telephones at the ranches 
will be joined to form an 8-station “party 
line” terminating at the Cheyenne Wells 
switchboard in much the same manner as 
conventional rural lines. 

Radiotelephone equipment at each of 
the four ranches will include a receiver, 
a transmitter, a telephone, and two an- 
tennas. The transmitter, having power of 
about ten watts, and the receiver will be 
enclosed in a steel cabinet which can be 
located out of sight, with only the tele- 
phone instrument in view. The antennas 
will be mounted on a pole or atop one of 
the ranch buildings. 

At the central office in Cheyenne Wells 
there will be transmitter and receiver 
equipment and apparatus required to 
connect it into the regular telephone sys- 
tem. The equipment will operate on fre- 
quencies between 44 and 50 megacycles. 

To make a call, a subscriber will move 
a switch key on his telephone, causing a 
radio signal to be transmitted to the op- 
erator. In all other respects the subscriber 
will use the service in the normal manner. 
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Sketch shows the relative location of the eight ranches participating in the trial of radiotelephone 


service in Colorado. Radio transmitter and receiver equipment will be located at the telephone 
central office in Cheyenne Wells (represented by top circle), where it will connect with the 
regular telephone system. Four of the ranches (in circles) will be served by direct radio links 
to the telephone central office. The other four (in squares) will be reached by comparatively 
short o wire lines extending from one of the near-by ranches having radiotelephone equip- 
ment, through which they will be connected with the central office. By means of this radio and 
wire combination the telephones at the ranches will be joined to form an 8-station “party line” 
terminating at the Cheyenne Wells switchboard. 


e 


The operator will handle the call sub- 
stantially the same as she does any other. 

In order to gain experience without 
delay, the trial is being conducted with 
modified apparatus originally designed 
for other purposes. It is expected that 
the operating experience gained in Colo- 
rado will aid the Bell Telephone Labora- 
tories in developing a standard rural 
radiotelephone system especially de- 
signed to meet the requirements of this 
type of service. 

Telephone engineers anticipate that 
radiotelephone systems will be most use- 
ful in areas which cannot be served eco- 
nomically by other methods. Through 
the extension of existing telephone lines, 
joint use of power-line poles to carry 
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telephone wires, carrier equipment to al- 
low telephone calls to “hitchhike” over 
power lines, radiotelephone systems, and 
combinations of those methods, the Bell 
companies intend to make telephone 
service generally available to all families 
in rural areas which they serve. 


x * * * 


ARROLL REECE, chairman of the Re- 
publican National Committee, as- 
serted last month that the Federal Com- 
munications Commission, in criticizing 
recently the program policies of broad- 
casting stations, was laying the ground- 
work for government regimentation of 
radio. 
Speaking over the facilities of the Co- 
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WIRE AND WIRELESS COMMUNICATION 


wmbia Broadcasting System, Mr. Reece 
ok sharp issue with the findings of the 
ommission that radio stations were put- 
ing undue emphasis on the commercial 
spects of their programs and insufficient 
tention to wider cultural and educa- 
jonal programming. The commission’s 
port was based on the view that it had 
i responsibility to consider programs in 
dation to the “public interest.” 


Informing his listeners that “your 


freedom to listen to what you want to 
rar when you want to hear it is definite- 
y being attacked,” Mr. Reece warned: 


The end of the road down which the com- 
mission proposes to lead us is government- 
controlled programming of radio. As you 
know, the radio in Germany and Italy was 
dedicated to the perpetuation of Hitler and 
Mussolini. 


Differing with the censure laid upon 
the offerings of broadcasters by the com- 
nission, the Republican party leader ex- 
lled the present programs as fully satis- 
factory to most of the 70,000,000 listen- 
ers, Saying : 

American radio offers the finest quality 
and variety of programs in all the world. 
This is because American radio has been a 
private commercial operation where success 
depended entirely upon its ability to please 
the listener. 

The present program pattern of American 
broadcasting grew out of patient and inten- 
sive study of what the public wanted to hear, 
and when they wanted to hear it. Personally, 
I don’t know of anyone who is particularly 
dissatisfied with American broadcasting, yet 
the Federal Communications Commission 
has taken it upon itself to condemn Ameri- 
can radio as uncouth, uncultured, and com- 
mercial. 


Contending that the entire effort of the 
radio industry, from artists to research- 
es hired by advertisers, was concen- 
trated to the sole goal of pleasing the lis- 
tener, “the supreme judge of broadcast- 
ing,” ‘Mr. Reece declared : 


Now comes the FCC and tells the broad- 
casting stations that this must be changed, 
that the preferences of the 70,000,000 listen- 
ers should be disregarded, and the programs 
should be arranged to suit the cultural pref- 
erences of seven Washington bureaucrats. 

This action is typical of the bureaucratic 
state where the private citizen is pushed 
around with arrogant contempt and allowed 
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to listen to those things which document the 
dogma of his masters. For that reason it 
should not come as a shock that the commis- 
sion should decide that we need to be edu- 
cated and uplifted by the programs to which 
we listen. 

One thing that bothers me about this up- 
lift proposition is that so many of the pro- 
grams in which the commission seems so 
interested have a political slant favorable 
to the present administration in Washington. 


* * * * 


HE Navy is working on radar de- 

tection devices it hopes will provide 
a defense against any atomic bomb at- 
tacks on this nation. This was disclosed 
recently by the House Appropriations 
Committee in hearings made public on 
a Navy Department funds bill. Vice Ad- 
miral Edward L. Cochrane, Naval Bu- 
reau of Ships chief, told committee mem- 
bers: 

The answer to all the new weapons, in- 
cluding the atomic bomb, lies in weapons that 
will seek out the bomb or bomb carriers be- 
fore they can approach the fleet or the na- 
tion. 

Current military radars are too good for 
ordinary commercial and maritime service. 
It will be a long time before there is any 
commercial incentive which will lead to bet- 
ter radars than now exist. Meanwhile, work 
must go on which will enable Naval radars 
to cope with high-speed planes, jet-propelled 
bombs, and other weapons which were on 
the verge of completion as the war ended. 


Admiral Cochrane added that the Navy 
is conducting “a carefully planned con- 
tinuing research and development of ap- 
paratus and equipment program which 
will take note of the war experiences.” 

Rear Admiral Harold B. Sallada also 
testified that the Navy hopes to spend 
about $6,000,000 next year on radio and 
radar equipment on high-altitude mis- 
siles. 

Both officials also gave much secret 
testimony on the same subject, but none 
of this was made public and committee- 
men declined to discuss it. 


*x* * * * 


Bi berg ny workers from through- 
out the United States were sched- 
uled to decide at a convention in Galves- 
ton, Texas, June 2nd to 8th, whether 
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they should form one national union, 
Ray Hackney, Southwestern Telephone 
Workers Union official, said recently. 

The National Federation of Telephone 
Workers, embracing 46 member unions, 
will seek to organize itself into one bar- 
gaining group, to represent all employees 
of the American Telephone and Tele- 
graph Company and its affiliates. 

After decision is made on centraliza- 
tion of power into one telephone union, 
discussion would turn to affiliation with 
the AFL or CIO, Hackney said. 

The other major consideration for the 
session was decision on future national 
bargaining for wages and working con- 
ditions. The group would seek to formu- 
late a plan for industry-wide bargaining, 
in place of company-by-company nego- 
tiations, 

x* * * * 


MAJOR attempt to unseat the strong- 
ly entrenched leadership of a CIO 
union faced a test last month as nation- 
wide balloting started to elect officers of 
the American Communications Associa- 
tion. Harold C. Taylor, ACA vice presi- 
dent in charge of radio and cables, headed 
a slate to oust Joseph P. Selly, diligently 
pro-Communist president who led the 
34-day strike against Western Union in 
New York city early this year. 

The outcome of the election may have 
an important bearing on the inclusive 
National Maritime Industry Union now 
under formation in San Francisco. For 
Mr. Selly is a devoted follower of Harry 
Bridges, spark plug of the move to con- 
solidate seven national marine unions, 
215,000 strong, under CIO left-wing 
leadership. 

The ACA’s powerful Pacific District 
Marine Division is strongly anti-Com- 
munist and opposed to Bridges. 

One count raised by Mr. Tayior 
against the Selly policies was that they 
have alienated the independent National 
Federation of Telephone Workers, rep- 
resenting 265,000 Bell system employees. 
The federation has been negotiating for 
a possible separate CIO charter. 

Another Taylor argument was the 
shellacking ACA took in the national 
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Western Union poll last year. This re. 
duced ACA’s telegraph membership 
from 11,160 on January 1, 1944, to 5,458 
on December 31, 1945. 

Only in the department headed by Mr, 
Taylor has the union made progress, or- 
ganizing virtually the entire industry, his 
committee claims. The elections will run 
from May 15th to August 15th. 


* *+ * * 


HE last chapter in the Washington, 

D. C., and New York city hotel sur- 
charge cases was written last month, 
when the Federal Communications Com- 
mission dismissed the complaints of the 
hotels against the American Telephone 
and Telegraph Company in FCC Dockets 
6587 and 6588. These complaints were 
filed shortly after the AT&T filed, with 
the commission, tariff schedules by the 
terms of which the collection of sur- 
charges was prohibited. 


Some hotels disregarded these tariff 
provisions, and this led to injunction 
proceedings by the government which 
culminated in two decisions by the U. S. 
Supreme Court sustaining the tariff pro- 
hibition against the collection of sur- 
charges. These cases were : Ambassador, 
Inc. v. United States, 325 US 317, and 
Hotel Astor et al. v. United States, 89 
L ed. Indicating its reason for now ter- 
minating the two hotel complaint pro- 
ceedings, the FCC order of last month 
stated that “no action has been taken by 
complainants to press their complaints 
before the commission since the indefi- 
nite postponement on May 19, 1944, of 
the hearings theretofore scheduled here- 
in.” 


*x* * * * 


ENERAL Exectric COMPANY ex- 
pects to make its first television re- 
ceivers available to the public in August 
and September in areas where stations 
are now operating or will soon be on the 
air. The announcement came recently in 
a letter to distributors and broadcasters 
disclosing company plans for production 
of black-and-white television sets and 
television transmitting equipment. 
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Financial News 


and 
Comment 


By OWEN ELY 


New Common Stock Offerings 
Reviewed 


ONTINENTAL Gas & _ ELECTRIC 
(United Light & Railways system) 
recently disposed of the entire common 
sock of Columbus & Southern Ohio 
Electric Company (744,455 shares). The 
sock was offered to the public by a 
group headed by Dillon, Read & Co. The 
offering price of $53.50 a share proved 
to be a little on the optimistic side, as the 
sock is currently quoted about 513-523; 
possibly the size of the offering and the 
price level (substantially higher than 
most recent utility issues) proved un- 
favorable factors. On the other hand, 
the indicated yield of 4.50 per cent based 
on the proposed $2.40 dividend rate, was 
well above the average for high-grade 
issues, (See table, June 6th issue of 
FoRTNIGHTLY, page 779.) The price- 
times-earnings ratio (13.4 times esti- 
mated current earnings of around #4 a 
share) was about in line with (or per- 
haps slightly under) the indicated aver- 
age for tax-adjusted 1946 share earnings 
of electric utilities. 

For the quarter ended March 31, 1946, 
$1.29 a share was reported earned, but 
because of the seasonal factor it would 
be unfair to multiply this figure by four. 
However, savings under the new tax law 
are estimated at about $1.62 a share 
which, added to $2.60 earned in 1945, 
would make a total of $4.22. Hence, an 
estimate of $4 or more for the year 1946 
would seem warranted, even after allow- 
ance for possible increase in costs. 

While revenues from transit earnings 
constitute about 22 per cent of gross, this 
service contributes only about 3 per cent 
of operating income ; so that after allow- 
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ance for Federal taxes it would appear 
that any change in transit operations 
would have only a moderate effect on 
common stock earnings. Resumption of 
the modernization program might even 
improve the contribution to net. 

Net operating revenues are equivalent 
to about 8 per cent on original cost less 
depreciation, but allowance for working 
capital would lower the percentage ; and 
of course the ratio to cost of reproduc- 
tion (less depreciation) would be still 
lower. 


LE pies Power & LIGHT common 
stock was recently sold by Colum- 
bia Gas & Electric—1,530,000 shares of 
$7 par value (increased from 360,000 
shares of former stock). The deal was 
cleared by the SEC. The capital struc- 
ture is approximately as follows: bonds, 
52 per cent ; preferred stock, 18 per cent ; 
and common stock equity, 30 per cent. 
Book value of the new common is ap- 
proximately $10.84. 

Earnings for the March 31, 1946, 
quarter were 91 cents a share compared 
with only 30 cents last year, but this 
year’s report includes earnings of the 
western division of the Marion-Reserve 
Power Company, purchased May 31,’ 
1945. 

Earnings for calendar years have 
been as follows based on the new number 
of shares: 1945, $1.37; 1944, 73 cents; 
1943, 89 cents; 1942, $1.16; and 1941, 
$1.56. However, the company paid sub- 
stantial Federal taxes and 1945 earnings, 
after adjusting for the new 38 per cent 
Federal tax rate, approximated $2.49 a 
share. 

The company has paid to the holding 
company, Columbia Gas & Electric, divi- 
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dends aggregating $1.05 a share in the 
first half of 1946. However, it is indi- 
cated that an annual rate of $1.80 may be 
initiated on the new common stock to be 
held by the public. The bidding prospec- 
tus points out that during the past decade 
about 80 per cent of net income has been 
paid out in preferred and common 
dividends. 

Dayton’s revenues are approximately 
70 per cent electric, 26 per cent natural 
gas, and 4 per cent miscellaneous ; of the 
electric revenues 34 per cent are resi- 
dential, 20 per cent commercial, 28 per 
cent industrial, and 18 per cent miscel- 
laneous. Average soctdential revenues 
are estimated at 3.9 cents. The ratio of 
net operating revenue to net plant ac- 
count is about 6.4 per cent based on last 
year’s earnings. Plant account includes 
intangibles and has not been written 
down to original cost “when first devoted 
to public service.” 


Wall Street Analysis of 
Electric P&L Plans 


W. Crucas & Co. has prepared 3 

e memorandum on Electric Powe 

& Light Corporation, supplementing th 

original analysis prepared in February. 

Since two integration plans were recent 

issued (one by Electric Power & Light 

the other by Electric Bond and Share) it 

is now considered possible to compute 

the ultimate break-up value of EP& 
more accurately than before. 

Electric Power & Light $7 first pre 
ferred has about $90 arrears, the $6 first 
preferred has $77, and the second pre 
ferred $100. The call prices are 110 fo 


theoretically be entitled to $190-$200; 
the $6 first preferred $177-$187, and the 
second preferred $200-$205. 

The EP&L plan proposed an exchange 


e 


CURRENT FINANCIAL DATA ON ELECTRIC-GAS HOLDING COMPANY STOCKS 


Where Price 
Traded About 


American Gas & Electric 
American Lt. & Traction 
American Power & Light 
American Water Works 

Central & South West Util. ....C 
Cities Service Co. is 
Columbia Gas & Electric 
Commonwealth & Southern .... 
Consol. Elec. & Gas pfd. ...... Oo 
Electric Bond & Share 

Electric Power & Light 
Engineers Public Service 

Federal Lt. & Traction 

+ Middle West Corp. ........... Cc 
National Power & Light 

Niagara Hudson Power 

North American Co. ........... S 
SE cca wacesin cae deen Cc 
ee j 
Public Service of N. J. S 
Standard Gas & Elec. $7 pfd. ...S 
Se COUR BE ccsiccccccnces S 
United Gas Improvement 

United Lt. & Railways 


12 Mos. 


Price 

Earn. 

Ratio 
17.0 
18.0 
14.6 
23.3 
30.7 
11.9 
14.0 
16.7 
10.0 
14.6 
16.4 


Indic. 
Div. Rate 
1.90 
1.20 


Share Earn. 
Amt. 


$2.90 
1.61 


Mar. 
Mar. 
Nov. 
Mar. 
Sept. 
Dec. 
Mar. 
Apr. 
Dec. 
Mar. 
Dec. 
Mar. 
Mar. 16.5 
Dec. 45.0 
Dec. ; (g) 
Mar. 77 19.6 pe 
Mar. 17.4 (c) 
athe ass (d) 

Dec. 25.0 55(b) 
Dec. 26.8 1.00 

Dec. 17.9 
Dec. 15.0 
Mar. 21.0 
Mar. 15.3 


:20(b) 


1.25(b) 
‘50 


2.00(b) 
1.15(b) 
1.00 


(a) Parent company basis. (b) Payments irregular. (c) Four per cent in Pacific Gas and 
Electric common stock, worth at recent market price $1.82. (d) Liquidating dividend of $ 


paid in 1945. (e) In three months ended March 3], 1946, 81 cents was earned. 


(£) Being cur- 


rently reorganized. (g) Liquidation expected in 1946. D—Deficit. 
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if 11 shares of United Gas for the $7 


lan, proposed about a week later, would 
ifer only 9 and 8} shares, respectively, 
yith the second preferred also to receive 
} shares. However, the latter plan 
yould also offer an alternative exchange 
of 7 shates of Southern Electric System, 
Inc., for the $7 preferred, and 6} shares 
for the $6 first preferred and also the 
gcond preferred. Stockholders who did 
not accept either exchange offer would 
receive par plus arrears in the case of 
ihe first preferred issues, while the sec- 
md preferred would obtain $175 in cash. 

Southern Electric System is a pro- 
posed holding company to control all the 
remaining electric subsidiaries of EP&L 
—Arkansas Power & Light, Missouri 
Power & Light, Louisiana Power & 
Light, and New Orleans Public Service. 
Ata market price of 193 for United Gas 
common, the EP&L offer seemed gen- 
ous. (The stock had sold at 214 be- 
fore the plan was announced. ) 


W. Crucas points out that, in deter- 

e mining which plan has the most 
merit, the Securities and Exchange Com- 
mission may have to settle two points— 
the question of valuation of the securities 
to be distributed, and the issue as to 
whether the EP&L preferreds are en- 
titled to the call premiums. It is esti- 
mated that 1946 earnings of the four 
southern properties would leave $6,600,- 
00 available for the common stock (giv- 
ing effect to refunding operations and 
dimination of excess profits taxes). Also, 
if the EP&L plan were adopted, there 
would be approximately 1,898,000 shares 
of United Gas common still in the hands 
of EP&L, after retiring the preferred 
stocks. Thus three potential equities for 
the common stock remaining — United 
Gas at current market, the southern 
properties capitalized at 15 times earn- 
ings, and $12,000,000 net working capital 
—would yield an indicated value of 
$38.50 per share for EP&L common 
(after allowing for retirement of the sec- 
ond preferred at par plus arrears). Un- 
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der the less liberal EB&S plan, and al- 
lowing for the increased capitalization 
resulting from exercise of warrants by 
common stockholders (to subscribe to 
United Gas and Southern Electric), the 
indicated value of EP&L might reach 
$50 a share. 

The study points out that Electric 
Power & Light warrants “offer the most 
attractive appreciation prospects,” since 
they are a perpetual call on the common 
stock at $25 per share. 


* 


Competitive Bidding on Bank 
Loans? 


T is reported by Dow-Jones that the 
New York Public Service Commis- 
sion is considering initiating competitive 
bidding on utility bank loans and serial 
note issues. Chairman Milo R. Maltbie 
is said to have been considering the ques- 
tion for some time, and the commission 
was impressed by the favorable terms 
recently received by the Pennsylvania 
Company (affiliate of the Pennsylvania 
Railroad) on an issue of $30,000,000 
serial notes. Based on the successful bid 
of Halsey, Stuart & Co., Inc., the inter- 
est cost basis ranged from 90 per cent for 
the 1947 maturity to 2.20 per cent for the 
1966 maturity, or an average of only 
1.55 per cent. The notes were secured by 
Norfolk & Western Railroad common 
stock, which of course is one of the high- 
est-ranking rail equities. 

The suggestion is made that bank 
loans made for corresponding utility 
loans (one to twenty years) have aver- 
aged a higher basis. For example, Stand- 
ard Gas & Electric paid an effective rate 
of 2.75 per cent (including a stand-by 
fee) on its recent $51,000,000 loan which 
was secured by common stocks of Pa- 
cific Gas and Electric and of Standard 
Gas_ subsidiaries. North American’s 
$50,750,000 loan carries a rate of 1.75 
per cent, while Niagara Hudson Power 
and American Gas & Electric are paying 
2 per cent on substantial loans. 

Paragraph (a) (2) of SEC Rule U-50 
does not require competitive bids on is- 
sues maturing in less than ten years 
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CALENDAR OF NEW UTILITY ISSUES 
Tentative 
Date Bidding 
Company Issue Purpose Comment Filed Date®™ 
Central Ind. $3,250,000 Ist Refund 32s 4/25/46 June 10 
Gas mtge., due 1971 


$30,000,000 bonds, Refund 54s/72 5/17/46 June 18 


due 1975 
Philadelphia 
Power $12,000,000, 1.68%, Refund 8% pfd. 5/20/46 Jane 18 
10-yr. ser. notes 
—— bonds, Refund 33/68 5/10/46 June 19 
ue 1 


169,636 shs. Working capital (No rights) 5/10/46 June 19 
common 


$45,000,000 mtge. Refunding 5/28/46 June 20-24 
bonds, due 1970 
Gatineau Power 


$9,500,000 deb., Refunding 5/28/46 June 20-24 
due 1961 


Brooklyn Union $34,000,000 gen. Refunding 5/ 3/46 June 24 
Gas mtge. bonds, ’76 


Amer. Water 2,343,105 shs. Integration plan To be offered to 3/30/46 June 
Works common ($5 par) Com., also in exch. 
for pfds. of Com- 
munity Water 
Serv. and Ohio 
Cities Water. Re- 
maining stock of- 
fered publicly 
Calif. Oregon 312,000 shs. Sale by Stand. 5/21/46 June 
Power common(nopar) Gas & Elec. 


Gulf States $27,000,000 bonds, Refund 34/69 5/13/46 June 
Util. due 1976 


$13, ——_ bonds, Refund 32/69 5/21/46 June 


due 1 


Iowa Public 42,500 shs. 5/21/46 June 
Serv. pfd. stock 


157,333 shs. Rights to common 5/21/46 June 
| common on 1-for-3 basis 


$38,000,000 bonds Refund 33s, June 
held privately 


40,000 shs. Refund 6% June 
pfd. stock pfd. stock 

($3,500,000 bonds, Refund 32/72 4/ 1/46 June 

due 1976 and deb. 34s 


Michs G | —- a Refund pfd. 4/ 1/46 June 
i as pfd. st 
& Elec. 
120,000 to 150,000 4/ 1/46 June 
shs. common 
stk. (par $10) 


Ohio Edison 204,153 shs. Authorized but un- 3/21/46 June 
common (8 par) issued stock for 
construction 
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$23,500,000 bonds, Refund Penn. Ed. 
(Penn Cent. P.&L. 


due 1976 


3/21/46 June 


43/77 and 5/59) 


101,000 shs. 


Refund Penn Ed. 


3/21/46 June 


pfd. stock 7 -* and $2.80 


Pp 
prtland Gas & $8,000,000 bonds 


236,819 shs. 
common 
$18,000,000 bonds, 
due 1965 
2,000,000 shs. 
common 
formed 


Refund 5/50 
and 43/50 


From Portland 
Elec. Power 


Refund $13,300,000 
32/56 


New subsidiary of 
Amer. P. & L 


June 
June 
June 


June 


to ac- 


quire stocks of 


Texas 


7. & in 


Texas Elec. Serv., 
and Dallas P.&L. 
$50,000,000 bonds, Refund 34/68 
Wisconsin Elec. 


due 1976 


550,000 shares 
common ($10 
par) 

brooklyn Union 100,000 shs. 
Gas preferred 


holders 


$7,500,000 bonds, Refund $9,000,000 


due 1976 34/66 


40,000 shares 
preferred 
jonkers Elec. $9,000,000 deb., 
Lt. & Power due 1976 


souri P. & L. 


$26,000,000 pfd. Refund 42% pfd. 


From Northwest 
Util: and other 


Refund 6% pfd. 


Refund 34/50, 
held privately 


5/22/46 June 


5/22/46 June 
5/20/46 June 
5/ 3/4 July 8 


5/22/46 July 9 


5/22/46 July 9 


Guaranteed by = July 


Consol. Edison 


* Subject to change or revision. ** Now before the New York Public Service Commission. 


hich are sold to banks or institutions 
or private investment, There have al- 
ady been several cases of competitive 
idding on short-term note issues which 
ould have been wholly or partially ex- 
mpt under the rule. Thus, Ohio Public 
bervice Company in its current refund- 
ig program is including $6,000,000 
rial notes, along with $32,000,000 
bonds and $15,000,000 preferred stock. 
the notes were sold to Halsey, Stuart at 

interest cost of 1.741 per cent, al- 
hough Mellon Securities Corp. sub- 
hitted winning bids on the other issues. 


ast October Northern Natural Gas 
Company issued $25,000,000 serial 
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e 


debentures maturing from 1950 through 
1965. The part of the issue maturing up 
to 1956 would have been exempt from 
competitive bidding but the company 
treated the whole issue alike. (Bidding 
was separate on the early maturities.) 
The First National Bank of Chicago, 
and four investment banking firms, bid 
on the early maturities; while the low- 
est bid for the early maturity was re- 
ceived from the Chicago bank, Kidder, 
Peabody & Co. won both issues. 

It appears likely that, if the New York 
commission promulgates definite rules 
regarding competitive bidding, other 
state commissions and the SEC might 
follow suit. 
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\./ What Others Think 


er Wy Public Power Inroads Told in Utility 


NS Annual Reports 


HE onward march of Federal pub- 

lic power has been dramatized re- 
ently by the efforts of the Southwestern 
Power Administration to secure from 
Congress initial funds for a proposed 
§200,000,000 project in Arkansas and 
Texas. 

The controversy which arose at the 
hearings and in the House debate, be- 
cause of determined opposition to this 
attempt to set up another extensive Fed- 
eral power enterprise, as reported in the 
press, served to publicize this latest move 
by the Interior Department to branch 
out in its power activities, 

Interior’s operations in the electric 
power field have been chiefly in western 
and Pacific coast states, in connection 
with reclamation projects. The most ex- 
tensive of these operations are in Oregon 
and Washington, where the Bonneville- 
Grand Coulee hydroelectric projects gen- 
erate power on the Columbia river, which 
is delivered over its own far-flung trans- 
mission system. 

The business-managed electric indus- 
try is well informed about Interior’s 
power business, and its ambitious plans 
for broadening it. The encroachment of 
these Federal power projects into the 
field of private enterprise is well under- 
stood by those connected with the utility 
industry. 

People generally, however—individ- 
ual citizens whose taxes help pay for 
these Federal ventures— have under- 
stood little about this determined move 
of government to build up a utility busi- 
ness to compete directly with long-estab- 
lished investor-owned companies. 

To make the facts known, and readily 
understandable, a notable step has re- 
cently been taken by some of the electric 
utility companies whose services come in 
direct contact with these Federal power 


projects. In their current annual reports 
many angles of the “public power” ques- 
tion, and of river basin “authorities,” are 


discussed and analyzed. 


— Sounp Power & Licut Com- 
PANY introduces this subject in the, 
opening statement in its report, and the 
comment made suggests how important 
this question is considered. President 


Frank McLaughlin says: 


It took vision, courage, and faith to enter 
the electric business in 1885. Once having 
demonstrated the magic of electricity to ease 
the burdens of man and to make living bet- 
ter, private enterprise in the electric field be- 
came the target of attack by some who saw 
in electric power an effective weapon for the 
attainment of greater political power and 
who have worked aggressively and relent- 
lessly to replace private power with sub- 
sidized public power. The history of the com- 
pany and its predecessors reveals that they 
have had to battle constantly the forces of 
political oppression in order to function on 
the basis of their economic merit. 


Because of the “well-organized and 
well-publicized efforts of the proponents 
of public power,” the report continues, 
and “the apathy and indifference on the 
part of exponents of private enterprise 
as to what was happening, national and 
state laws have been enacted granting 
substantial tax subsidies and other bene- 
fits .. . to public power.” It adds: 


With such subsidies and preferences, rein- 
forced by a decidedly pro-public-power na- 
tional administration during the past thir- 
teen years, there has naturally been an ex- 
pansion of public power operation in this 
state. The advent of the Grand Coulee and 
Bonneville projects greatly stimulated and in- 
tensified activity in the public power field. 
The Bonneville Act and the administration 
of it are both unfair and discriminatory as re- 
spects private power. The public utility dis- 
tricts have indicated that the alternative to 
the acceptance of their purchase proposal is 
destructive competition and condemnation. 
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The Columbia Valley Authority Bill now be- 
fore Congress has as a major objective the 
replacement of private power in the North- 
west with public power. 


_ Private power in the state of Wash- 
ington, it is noted, has to contend with 
actual or potential subsidized competition 
from municipalities, public utility dis- 
tricts, and the Federal government. To 
indicate the general extent and nature 
of this competition, a 2-page map of these 
public power agencies is included in the 
report. Referring to the serious menace 
which this competition means to the well- 
being of private power, the report states : 
In order for the company to function 
effectively and measure up to its responsi- 
bilities, there must be equality of treatment 
of private and public power as to taxation, 
regulation, and in the purchase of power 
from Federal projects. To accomplish this, 
national and state legislation is required and 
recognition given to the principle that private 
power be permitted to exist on the basis of 
its economic performance and that unfair 
government competition be eliminated. 


Bout one-fourth of this complete and 
comprehensive annual report is de- 
voted to detailed explanations of various 
phases of the public power question, as 
met with in the actual experience of this 
company. The terms of power contracts 
with Bonneville Power Administration 
are outlined with mention of burdensome 
restrictions. Extracts are quoted from 
Interior Department’s “Memorandum on 
Power Policy.” The Bonneville Admin- 
istration, it is stated, “exhibits much zeal 
and fervor when it comes to carrying out 
or expanding the Interior Department’s 
power policy. It is extremely preferen- 
tial in its treatment of public agencies 
and punitive in its relationships with the 
private utilities.” The report adds: 

It is ever working to supplant existing 
private power with public power. While the 
Bonneville Administration is not authorized 
by law to do a retail business, it is relentless 
in its efforts to have the local distribution of 
electricity performed by some sort of a pub- 
lic agency. It is now engaged in a big expan- 
sion of its already extensive transmission 
system. .. . It is proposing special rates and 
otherwise working to serve directly indus- 
trial customers of the company. It even 
been reported that the Bonneville Adminis- 
tration advised public agencies to build 
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duplicating local distribution systems a 
thus compete with the private utilities, ]t ; 
constantly flooding the territory with pubj 
power propaganda and is dili 
deavoring to have a Columbia 

thority, or its equivalent, established. 

_ The Bonneville Act and the administ 


toward the private utilities. Under its pres 

ent policies the Bonneville Administratig 

constitutes a real menace to private pow 
in the state of Washington. 

Under the heading, “Competition! 
several paragraphs tell of the capacity 0 
the Bonneville-Grand Coulee hydn 
plants and of the drop of nearly 500,00 
kilowatts in their power load because of 
curtailment of war production. Press re 
leases of Administrator Raver are quote 
announcing aggressive plans, not only to 
find a market for this surplus power, but 
to add materially to the system’s capac 
ity. Mention is made of the activities of 
public utility districts, and considerabk 
attention is given to the question of val 
ley authorities. Extracts are quoted from 
the bill introduced in Congress to create 
a Columbia Valley Authority, to indicate 
the broad powers given it. 

The factual information presented in 
this Puget Power annual report is inclu- 
sive, and it touches in detail the chief 
elements in this question of competition 
posed by these public power projects. 
The facts are set forth in an enlightening 
manner for any reader. Not only has it 
been sent to the company’s stockholders, 
but national attention has been drawn to 
it in large advertisements setting forth 
the report’s principal features—appear- 
ing in the metropolitan newspapers. 

Thus, one business-managed electric 
utility, surrounded by public power com- 
petition, has made a real contribution to 
much-needed education on this subject. 


n the 1945 annual report of the Cali- 
fornia Oregon Power Company, the 
subject of “Public Power” is discussed 
at some length. The views expressed are 
so thoughtful, so keen in their analysis 
of the unsoundness of these public own- 
ership proposals, and so searching in dis- 
closing the menace this movement holds 
for established free enterprise in this 
country that they should be widely read. 
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On this subject of “Public Power,” 
the company’s president, A. S. Cummins, 
says: 

The effort to nationalize the electric light 
and power business of the country continued 
throughout the year. In this Northwest area 
where the peoples’ utility districts and the 
REA have been the principal vehicles used 
in the past, two new characters—the codp- 
erative and the authority—have recently been 
introduced, and are now seeking public sup- 
port and recognition. . 

Unified river basin ‘development can be 
accomplished without the creation of au- 
thorities. Unified development and integra- 
tion of activities of existing Federal agencies 
and departments, where necessary, may be 
brought about by directives from Congress 
and otherwise without setting up a new all- 
powerful corporation to dominate the eco- 
nomics of an entire region. There is too 
much evidence that the appeal for unified 
regional administration is fees upon a -de- 
sire to obtain a planned economy and com- 
plete bureaucratic Federal control over all 
natural resources. 


It is pointed out that “the utility busi- 
ness of this country is just one of this 
nation’s successful industries.” The re- 
port continues : 


Being principally privately owned it con- 
stitutes an important part of the big family 
of businesses which comprise our free en- 
terprise system and contribute to the cost of 
orderly government. Generally speaking its 
problems differ very little from those of 
other lines of endeavor, with its success 
measured by the efficiency of its manage- 
ment and the effort expended to develop its 
market. While it asks for no special consid- 
eration or privileges it should be afforded the 
same degree of protection as that given to 
others, unless we are willing to see the piece- 
meal destruction of all private industry. The 
socialization of the electric industry will 
mean the eventual state control of all busi- 
ness. 


After calling attention to some of the 
phases of the TVA enterprise which fail 
to measure up to the requirements of a 
rigid economic and financial “yardstick,” 
the report makes this telling observation 
as to public power’s actual contribution 
to victory : 

When I hear the half-truths made by 
people in high office in support of these un- 
economic and un-American projects, I won- 
der if they are ignorant of the true facts or 
are they Socialists at heart. For example, 


proponents of the authority movement use 
Bonneville, Coulee, TVA, and other Federal 
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experiments to show that our victory in the 
last war was due to them, to the foresight of 
a previous administration who had planned 
and built them. I read only the other day 
that a prominent Democrat said that our 
building of 50,000 planes a year was only 
possible because of Columbia river power. 
TVA is being constantly lauded by people, 
many of whom have no firsthand informa 

tion concerning it, indicating that it, like 
Bonneville, Coulee and Shasta, was a prime 
factor in our war successes. 

Are these people apprised of the fact that 
most of our war production came from in- 
dustrial centers adequately served by private 
companies; that there was no power short- 
age in this country except for a time in the 
TVA area; and that the utility industry as a 
fundamental part of its MUST program has 
always maintained productive capacity well 
in excess of anticipated demands? With such 
a record why are these individuals now se- 
lecting us as the one business of the nation 
which would have failed to serve had not a 
number of white elephant government proj- 
ects, with huge surpluses of power, 
standing by? I am not saying such power 
wasn’t e fectively used, but I am saying that 
had it not been available private initiative, 
with private capital, would have provided it 
without expense to American taxpayers and 
danger to our whole economic structure in 
the long-established successful free enter- 
prise way. 


a who has read the statements 
of the public power advocates 
knows how much they talk about the 
“cheap power” which, it is claimed, these 
Federal projects provide. This claim is 
taken to pieces and the truth about “cheap 
power” told in this comment : 


Another point that needs a little airing is 
the flippant way so many people talk about 
cheap public power. I venture the statement 
that but few of them have any knowledge of 
what they are talking about, or have any 
information about electric rates in 
It is high time thinking people speak out 
when irresponsibles in our midst attempt to 
promote experiments in na Socialism 
under any such pretexts. I say to you that 
any possible sa that might result from 
penitence aD 0s subsidized public power, all as 
proposed in the various authority bills, would 
cost each one of you dearly in loss of per- 
sonal freedom. I ask that you don’t shrug 
that statement off without thinking about it. 

TVA or Bonneville or any of the govern- 
ment-owned plants are not selling cheap 
power. They are selling less than cost power, 
with the people of the nation paying the 
deficit. Please get that point and don’t for- 
get it. Remember further that the socializa- 
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tion of any industry means its removal from 
the tax rolls and that subsidies for its con- 
tinued operation will im new burdens 
on remaining taxpayers. No government sys- 
tem yet devised has succeeded in producing 
something for nothing. 


That the dangers of national Socialism 
are apparent in these public power moves 
is noted as follows: 


The encroaching controls of central gov- 
ernment through the authorities would make 
effective a planned economy program to ex- 
periment in national Socialism. Why anyone 
should promote such a scheme in the United 
States, when we have spent our youth and 
our wealth in checking the evils resulting 
from that very type of government in World 
War II, is hard to understand. If our nation 
were without adequate low-cost electric 
power, and if for years its people had not en- 
joyed more of the advantages to be derived 
from electricity developed by private com- 
panies than the people of any other nations 
enjoyed from central government ownership 
of such projects, there might be some reason 
for considering a change ; but with the record 
the exact opposite, why should we pattern 
after failure? 


And these general conclusions carry 
sound counsel : 


If America is to be preserved as a demo- 
cratic nation, we must make an early decision 
and see that our will is carried out. Our free 
institutions are its only hope and if they are 
given the opportunity with the full backing 
of a friendly government, they can succeed. 
But first we must know where we are going, 
how we expect to get there, and who is re- 
sponsible. The senseless methods of the past 
fifteen years will get us nowhere. Let's 
recognize that Socialism and Democracy 
won't mix, and declare ourselves for consti- 
tutional government. Let’s hew a line and 
stick to it. Let’s stop trying to hold on to 
untenable places and trying to get something 
for nothing. 

If it is our choice to maintain a free econ- 
omy, three principal things must be estab- 
lished: (1) equality in taxation and the 
elimination of special privilege, (2) the pro- 
hibition of the use of Federal funds for any 
government project which will be in direct 
competition with private business, and (3), 
finally, the functioning of government with- 
in the powers provided for by the Constitu- 
tion. All of our full employment and Fed- 
eral housing bills and other proposed forms 
of social legislation can never be a substitute, 
os, without freedom, security is meaning- 
less. 


public power question in connection with 
the Reclamation Bureau’s Central Valley 
project. 

It is stated : 


The company continued throughout 1945 
to take the entire available power output of 
the Shasta plant of the Central Valley proj- 
ect under the terms of an agreement made 
September 23, 1943, with the Bureau of 
Reclamation. . .. 

The company has made a continuing offer 
to purchase all the output of the Shasta and 
Keswick plants, when additional units have 
been installed, at the same rates and under 
the same general terms and conditions as 
specified in the existing contract. 

Late last year the Bureau of Reclama- 
tion requested an initial appropriation in the 
First Deficiency Bill for 1946 in the amount 
of $6,065,000 to begin construction of an ex- 
tensive transmission network, including 
among its major features three high-voltage 
transmission lines to carry the project's 
power down the Sacramento valley to the 
Delta region. The company protested this 
appropriation on the ground that in view of 
our offers of codperation and our willing- 
ness to operate our system in codrdination 
with the government’s plants, the appropria- 
tion was wholly unnecessary and a waste of 
public funds. 


Note is made of the disallowance by 
Congress of all funds requested for 
transmission lines, excepting “$780,000 
for a line from Oroville to Sacramento 
to provide power for operating the proj- 
ect’s pumping plants.” Then this inter- 
esting extract from the report of the 
House Committee on Appropriations is 
quoted : 

These funds are provided only for the pur- 
pose of bringing power to the Delta area 
where it will be required for the pumping 
of water for irrigation and water supply 
-purposes. ... 3 ; 

In corinection with the denial of funds for 
power market and transmission line studies 
and surveys the committee has taken the 

sition that the government should not go 
into the business of constructing transmis- 
sion lines to market power developed at gov- 
ernment dams and that the activity desirous 
of securing such power should construct 
such lines to the point where government 
power is being generated. 


It is also noted that representatives of 
the bureau have been actively soliciting 
customers served by the company, as well 
as agitating for the organization of pub- 
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“PLEASE WAIT FOR THE DIAL TONE, SIR!” 


And the following comment is added: 


Hearings and investigations held in 
Washington, D. C., and California, and ex- 
tending over several years, have quite con- 
clusively demonstrated that the sole reason 
behind the bureau’s attempt to construct a 
transmission and distribution system is to 
set up a competitive system paralleling and 
duplicating this company’s properties in 
northern California. This subsidized opera- 
tion would impair the economies of our ex- 
isting large-scale operation and inevitably 
impose a substantial burden on the water 
users and the Federal taxpayers. It would 
also impair in some degree the value of this 
company’s property and its ability to render 
the best and most economical service to its 
customers. 

It is hoped that the constructive policy 
expressed by the House Appropriations 
Committee will be maintained by the gov- 
ernment. 


(Chairman Johnson of the House Ap- 


tion the first thing is to “get water on the 
land,” and added that the Interior De- 
partment has assumed that its first pre- 
rogative was to build a system of trans- 
mission lines in that area.) 


| prea StaTEs Power COMPANY 

comments in its annual report 
upon government ownership, and the tax 
avoidance of these public agencies which 
is such an inequitable element in the pub- 
lic power situation. Stockholders are 
told: 


Public ownership of utilities, especially in 
the Pacific Northwest, continues to be pro- 
moted by those seeking to replace privately 
owned American business with politically 
controlled governmental agencies. Proposals 
for the formation of public utility districts 
in Linn and Lincoln counties, Oregon, in 
both of which the company operates, will be 
voted on at the statewide primary election 
in May, 1946. [In Linn county the PUD pro- 


propriations Committee, in the debate in posal was defeated 2,538 to 1,839. In Lincoln 
May on the Interior Department Appro- county the vote was 467 to 351 against the 
priation Bill, asserted that for reclama- PUD proposal.] Such proposals have pre- 
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viously been defeated three times in Linn 
county and twice in Lincoln county... . 

With a very substantial portion of the 
company’s annual revenue going for taxes 
it becomes increasingly evident that the tax 
laws must be revised so that any govern- 
mental body competing with a private in- 
dustry would be required to compete on a 
fair basis and be subject to the same taxes 
as the private industry with which it com- 

tes. Continued preferential tax treatment 
or such governmental bodies makes for the 
socialization of industry and the elimination 
of tax-paying private business, thus increas- 
ing the burden on the remaining taxpayers. 

hen public power bodies escape taxes, 
other taxpayers suffer, for the tax authori- 
ties must recover the lost revenue in order 
to carry on the legitimate functions of gov- 
ernment. 


Montana Power Company in its re- 
port, in a reference to “power supply 
during the war period,” contrasts predic- 
tions with actualities, in this illuminating 
comment : 


For some time previous to and during the 
war period dire predictions were made by 
the chairman of the Federal Power Com- 
mission and some. politicians of impending 
power shortages in the United States, in- 
cluding Montana. The administrator of the 
Bonneville Authority, Dr. Raver, became 
more specific on the subject of power short- 
ages in his 1940 annual report and predicted 
that the Montana Power Company system 
would be short 77,000 kilowatts in 1945 and 
231,000 kilowatts in 1950, which the Doctor 
in his 6-year program proposed to correct by 
building two 230,000-volt transmission lines 
from Spokane to Missoula, the first in 1944, 
the second in 1945, at a cost of $10,000,000. 

Nineteen Forty-five has come and gone. 
The Montana Power Company supplied in 
its own territory the largest load in its his- 
tory and no Montana industry or resident 
was short of power. 


In addition, during the war period, after 
supplying our own market in Montana, we 
had large amounts of surplus power, part of 
which we sent over our interconnecting lines 
po Utah and Washington to help in their war 
effort. 


And the comment closes with these 
words: “In spite of the Bonneville pre- 
dictions, Montana still has surplus power 
and the taxpayers’ $10,000,000 has not 
been spent.” 


HE business-managed utility com- 

panies from whose annual reports 
these various extracts are quoted have, 
in taking this step, made a noteworthy 
contribution to better understanding of 
the true meaning of public power. One 
is reminded, however, that continuous 
education is needed, because the advo- 
cates of public power are never idle ; they 
ignore no opportunity to urge its exten- 
sion in competition with the established 
services of private power. 

The most recent illustration of the 
persistence with which this policy is fol- 
lowed was to House vote (125—76) on 
May 16th to appropriate added funds for 
the Southwestern Power Administration 
to construct transmission lines. This vote 
increased the House Appropriations 
Committee’s recommendation of $3,198,- 
000 to $7,500,000, on the plea of tying 
together the three Federal hydro plants 
of the SWPA. The result of this proce- 
dure, it was asserted by members of the 
committee, would be the eventual social- 
ization of the electric power business in 
that section. 

—R. S.C. 





Don’t Hide Your Electric Light under a 
Bushel of Doubts 


Advertising Agent Thinks of Public 
Utility Advertising”—as he said, “rather 
literally,” Mr. Reach posed the ques- 
tions: “Is there a need for such a prod- 
uct ?” and “Does the product give its user 
good value?”, to both of which he found 
an affirmative answer. 
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I* an address before the Public Utilities 
Advertising Association, meeting in 
New York on April 27th, Charles Dallas 
Reach, advertising agent, asserted that it 
is time for utilities to “take the offensive 
in their public relations policies.” 
Approaching his subject—‘What an 
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He then said that the advertising man 
would also ask: “Do the product and its 
maker render the buyer a good service ?” 
As to this, Mr. Reach commented as 
follows : 


During the war years, and particularly 
now, service to the public has been under a 
heavy strain and has suffered considerable 
deterioration in most lines. The shortages of 
man power and materials and war priorities 
have taken a great toll... . But the same 
shortage of man power and materials, the 
same war priorities, and exhorbitant de- 
mands tax the utilities. And what happened 
during the war—and what happens today? 
You flick a switch and the light comes on. 
It isn’t a dim light, it’s brighter than ever. 
In fact, a recent development gives light 
bulbs 5 times the power. You turn a handle 
and the gas comes on. No GI or war worker, 
as far as I know, ever came home to find 
no dinner because there was no gas that day. 
And if anything ever does happen, in no time 
at all, there is a man on hand to fix up the 
situation. 


T= speaker’s conclusion was that 
“not only does the utility today give 
better value for the money, while other 
costs are rising [based upon cost of liv- 
ing statistics he quoted], but the stand- 


ards of service are far beyond those ren- 
dered by most other suppliers.” Continu- 
ing, he observed : 


The trouble is that the values and services 
are so good that they are not comparable and 
people take them for granted. People are 
only conscious of your services when some- 
thing happens to make them go wrong. When 
the light flickers and goes out, people damn 
the utility. But they never think about how 
good the utility is when they are reading 
their newspaper or cooking the dinner or 
listening to their favorite radio program. 

Now the question could be asked, “Would 
these values and services be as good today 
if your industry had been taken over by the 
government?” I am sure that most people 
will agree they would not be. If any proof 
is needed, take a look at the confusion all 
businesses are struggling with today in 
Washington and which, in a great measure, 
is responsible for the shortages and poor 
values imposed on the public today. There 
can’t bt any confusion in the operation of 
a public utility. 

It has been the private ownership of 
American utilities and their recognition of 
the fact that they had to render service to 
the public because they were utilities that 
have brought about the lower costs, the bet- 
ter values, and the high standards of service 
previously referred to. 
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Utility people are too modest about 
their accomplishments, in their advertis- 
ing, stated Mr. Reach, and this surprises 
an advertising man very much. He said: 


You don’t toot your own horns enough. 
Now is the time for public utilities to as- 
sume the initiative and to capitalize on the 
public good will which has been engendered 
during the war years. . . . I think that now 
is the time that utilities should stop being on 
the defensive, and take the offensive in their 
public relations policies. Come out from your 
ivory towers and establish a more intimate 
contact with your customers. Let them know 
you, and your problems—your progress and 
your accomplishments. And the best, most 
economical, and effective way in which this 
can be done is plenty of local newspaper 
advertising. 


AKING brief reference to the con- 
ditions reflecting upon some por- 
tions of the utility industry in the early 
1930’s, which brought about the enact- 
ment of the Public Utility Holding Com- 
pany Act, and to the millions of dollars 
of public money put into public power 
projects during ensuing years by the 
Federal government (“to ‘show up’ pri- 
vately owned utilities as uneconomic en- 
terprises”), Mr. Reach said: 


Against the conditions which prevailed 
when the government took these measures, 
rightly or wrongly, sometimes to by-pass, 
and sometimes to reform the privately o 
utility business, we have a fairly tranquil 
situation today. .. . The public now feels, by 
and large, that the utilities have cleaned 
house—although many of us in this room 
may feel that the SEC has swept out some 
of the furniture with the dust and dirt. 

All of this points to the fact, in my esti- 
mation, that a golden moment for utility 
companies has arrived. I would like to sug- 
gest that now is the time to reéxamine every- 
thing you are doing that affects your rela- 
tions with the public, and recast your various 

rojects, so that from now on out you will 
on the offensive. 

I am mg: this term in a military sense, 
of course. How would General Eisenhower 
go about putting public utilities on the of- 
fensive if he had that task? First, I believe 
he would undertake an inventory of all his 
major items of strength. And after that he 
would make sure that he and everyone in his 
organization had the utmost confidence in 
them. It seems to me as I have said that your 
major assets are the values the 
services provided to the public. But does the 
public appreciate the qualities of your serv- 
ice in full? I think not. 
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Those who direct the advertising and 
promotion of electric and gas companies 
should remember, the speaker said, that 
they are “selling an actual physical serv- 
ice—in fact, a great many such services 


—not simply wattage or cubic feet of 


gas.” 

He emphasized that such services are 
“not services at all unless linked with 
some kind of household and industrial 
appliances.” Granted the importance of 
the family unit, a utility, which dwells 
exclusively on its services to the house- 
wife, can fail to make plain its impor- 
tance to the community and to the nation. 
To illustrate: 


Take that radar beacon off the coast. Are 
not the public utilities as responsible as any- 
one else for its unfailing operation? That 
new installation of violet light in the school 
which cuts the number of colds among chil- 
dren in half—have you not a story to tell 
in connection with that? That speech of 
President Truman’s the other night—did you 
not play an important part in bringing his 
message into the homes of the nation? 

There are many opportunities and they 
are increasing every day for electric com- 
panies to play up the end results they deliver 
or help to deliver. The miracles of modern 
commercial research—the discoveries in the 
chemical bacteriological and metallurgical 
laboratories would not be possible without 
the electric energy to run the machines and 
the gas to heat their test tubes. And, may I 
inject also the initiative and the enterprise 
that comes with our American way of liv- 
ing? 
Washing machines, electric ironers, vac- 
uum cleaners are more than appliances. 

Their end results mean better living, and 
more happiness for families—mean women 
who are not so tired at night—mean mothers 
who can have more time to devote to their 
children. 


I“ the opinion of this speaker there is 
not only a great story to carry to the 
public of the record made by utilities in 
progressively lowering their rates, but 
there is also the opportunity to assert 
leadership in the communities served in 
planning for better housing, schools, hos- 
pitals. He said: 


Many utilities have already done a great 
deal in this direction, but perhaps there js 
more that can be done. To sum up, I believe 
that now is the time to get your advertising 
dollars into action. To meet the challenge 
which faces American private enterprise. 
The Puget Sound Power & Light Company 
in Seattle is making a great asset even 
greater by advertising regularly that its elec- 
tric rates are lower than those of the TVA 
in a masterful advertising campaign that 
every utility man should be familiar with. 

I am sure you realize that your industry 
will always be plagued by political charges 
of monopoly. But can utilities really be effec- 
tively accused of disservice to a community 
if their services are constantly bettered and 
if the public is constantly made aware of 
that fact? Get your story over to the public. 
Be proud of it. You have every reason to 
be. Don’t hide your electric light under a 
bushel of doubts. 

Arthur Page of the American Tele- 
phone and Telegraph wrote: “The adjust- 
ment of big business to the public is of as 
much importance to the public as it is to big 
business and cannot be done without frank- 
ness and understanding.” The more people 
know about your business, the better they 
will understand it, and the more they will 
support it. 


The main problem which faces utili- 
ties, Mr. Reach said, is one faced by all 
American business. That is a continual 
undermining of the American way of liv- 
ing, the American system of free enter- 
prise by certain misguided groups. Our 
public utilities, he stated, “are the bor- 
der states in any war on private enter- 
prise. As one of the great examples of 
the benefits and progress of private en- 
terprise, your industry must be, and I am 
sure will be, in the front lines of this 
fight.” 

These views, addressed to utility ad- 
vertising men, follow a trend of thought 
which today is apparent in many fields of 
business. 

It is a heartening sign that to “take 
the offensive in utility public rela- 
tions” is the kind of courageous course 
being advocated, as is to be found in this 


address. 
—R. S.C. 





going now, one won't have stability and the other won't have security.” 


gq “InpusTRY needs stability and labor needs security. The way things are 
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—Fioretta H. LaGuarpia, 
Former mayor, New York city. 
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The Rhevchs of 
Events 


EEI Convention 


TT dispel the growing public assumption 
that an industrial revolution through 
atomic energy is imminent, scientists and engi- 
neers attending the fourteenth 3-day annual 
meeting of the Edison Electric Institute at the 
Waldorf-Astoria hotel in New York city early 
this month told an audience of nearly a thou- 
sand utility company executives that practical, 
widespread adaptation of such energy for in- 
dustry would not be attained for five to ten 
years. 

Dr. John C. Parker, vice president of the 
Consolidated Edison Company of New York, 
decried the government's restriction on “quan- 
titative, scientific” information about atomic 
energy, and said “it seriously may be ques- 
tioned whether the fullest power possibilities 
of this new technique can as speedily or as 
fully be developed without the collaboration 
of this (the utility) industry,” adding that the 
industry’s extensive experience could make a 
valuable contribution to the application of 
atomic energy to the service of the nation. 

There could be no criticism of Federal re- 
striction if it was essential to national security 
or to the preservation of international order, 
he said, but added: “There may be question 
whether part of the restriction . . . is not al- 
most inevitably futile. It is particularly dan- 
gerous when the secrets are entrusted to a 
relatively small group within a government.” 

Dr. Kenneth H. Kingdon, scientist in charge 
of nuclear research at the General Electric 
Company’s research laboratory in Schenectady, 
described how the energy in the uranium atom 
might be harnessed as a source of power. But 
he also cited several problems that remain un- 
solved in the harnessing of atomic energy, 
though they “do not seem insuperable.” Some 
of these, he said, were concerned with operat- 
ing the uranium pile at high temperatures for 
power generation, efficient use of raw material, 
and long periods of continuous operation. 

Harry A. Winne, a vice president of GE 
and recognized as one of the country’s out- 
standing engineers, said the proposed Atomic 
Energy Commission, planned to be set up under 
the McMahon Bill, would have the power to 
issue licenses for use of fissionable material 
for industrial purposes. The International 
Atomic Development Authority, proposed by 
the State Department, would own all fission- 
able material and should be able to prevent 
“surreptitious manufacture of atomic bombs.” 
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Such materials, he added, would be leased to 
nations or individuals for research. 

“The probable effect of an atomic armament 
race upon our way of life,” he concluded, 
“would be so great that we can afford to pay 
a great deal for some form of international 
control that will prevent such an eventuality.” 

Charles W. Kellogg, president of the EEI 
and chairman of the 3-day meeting, announced 
his retirement, effective June 30th, after a ca- 
reer of forty-three years in the industry. He 
has been connected with the institute since 
1936, and became the salaried, full-time presi- 
dent of the organization in 1939. 

A. E. Silver of Ebasco Services, Inc., dis- 
cussed developments in rural telephone service. 

Representatives of the industry gave strong 
indication that they would expand their drive 
to publicize the advantages of private owner- 
ship of utilities as compared with public owner- 
ship. 

In a review of the advertising and public 
relations accomplishments of a group of util- 
ity companies that represent 85 per cent of the 
industry, P. H. McCance, president of the 
Duquesne Light Company and one of the 
group’s organizers, said it had grown from 
52 operating companies in 1941 to a member- 
ship of 170 companies with a budget that now 
exceeds $1,340,000. He said the industry was 
advertising in 2,976 newspapers with a com- 
bined circulation of 20,526,000; in national 
magazines with a circulation of 19,400,000; and 
on a radio program that is broadcast over a 
national network and reaches an estimated 5,- 
790,000 listeners each week. 

Declaring that he thought such effort would 
not be successful when it began five years ago, 
G. A. Davis, president of the Oklahoma Gas 
& Electric Company, said he was now con- 
vinced of its value and urged the remaining 
15 per cent of the companies to join with his. 

Ralph H. Carr, former governor of Colo- 
rado, told members that if government power 
dams were operated independently, with sepa- 
rate transmission systems and separate mar- 
kets, additional facilities must be installed to 
supplement hydroelectric power in dry seasons. 
Such additional facilities, he declared, unneces- 
sary in times of high river flows, represent a 
direct duplication of investment in Federal 
power facilities and are “wasteful duplication 
which could be avoided by pooling government 
hydro plants with existing plants.” 

J. E. Tobey, chairman of the technical ad- 
visory board of Bituminous Coal Research, 
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Inc., announced that the soft coal industry has 
embarked on a $2,500,000, 5-year research pro- 
gram, and has another $1,000,000 for locomo- 
tive development. 

Grover C. Neff, president of the Wisconsin 
Power & Light Company, Madison, Wisconsin, 
was elected president of the institute, succeed- 
ing Mr. Kellogg. H. S. Bennion was reélected 
vice president and managing director, and Miss 
Mae Wood was reélected secretary. Mr. 
McCance was elected a vice president, and K. 
B. Crumb, treasurer and assistant secretary 
of the American Gas & Electric Company, was 
elected treasurer. 

Rising costs in materials and labor can be 
offset by industry with a $239,000,000 invest- 
ment in seven modern electrical techniques, C. 
B. Stainback, manager of the industrial de- 
partment of Westinghouse Electric Corpora- 
tion, told the meeting. He itemized these im- 
provements as follows: $90,000,000 for new 
wiring in factories; $65,000,000 for lighting 
fixtures ; $25,000,000 for air cleaning and air 
conditioning ; $20,000,000 for radio frequency 
heating ; and $39,000,000 for resistance welding 
equipment, furnace brazing equipment, and 
infrared heating. 

Thomas N. McCarter, Jr., executive vice 

resident of Public Service Corporation of 

ew Jersey, urged electric utilities to encour- 
age the establishment and growth of small 
businesses by offering business counsel and 
technical assistance. 

At the final session of the meeting, Huet 
Massue, a consulting engineer from Montreal, 
Canada, presented an analysis of the Tennessee 
Valley Authority in which he charged that the 
official cost figures for the facility are not a 
fair indication of the actual investment. The 
analysis, consisting of 70 detailed charts and 
almost 200 pages of text, traced the history of 
the TVA from its beginning in 1933 to the close 
of 1945. 

Grover C. Neff, new president of the insti- 
tute, urged the power company men present 
to approach the Rural Electrification Adminis- 
tration “in a spirit of friendliness and work out 
a division of the territory yet unserved.” 

The session closed on a note of unity that 
indicated early adoption by the industry of 
measures designed to more actively oppose ex- 
pansion of the variously proposed Federal 
ay projects. 

L. Smith, president of the National As- 
canis of Electric Companies, said that its 
efforts to remove “unjust discrimination and 
unfair competition” of Federal power groups 
have been “met with cries of power trust 
lobbying, accompanied by misstatements, dis- 
tortion of the truth, sarcasm—and, we think, 
fear.” 

He said the utility companies favor flood 
control, improvement of rivers and harbors, 
economical navigation projects, and reclama- 
tion and irrigation projects, if soundly planned 
on the basis of reasonable economics and effi- 
ciency. 
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Krug Names Aides 


Qeaemeer of Interior Krug last month re- 
quested the appointment of C. Girard 
Davidson and Warner W. Gardner as As- 
sistant Secretaries of Interior. The two ap- 
pointments went to the Senate Public Lands 
Committee for confirmation, were twice con- 
sidered by that group, but final action on them 
was postponed. 

Mr. Davidson was born in Lafayette, Louisj- 
ana, July 28, 1910. He was employed for three 
years by the TVA, as attorney working on 
power contracts. Since January 1, 1943, he has 
been general counsel of the Bonneville Power 
a. 

Mr. Gardner was born in Richmond, In- 
diana, September 24, 1909. He has been solici- 
fer of A. Department of Interior since Octo- 

r, ‘ 


“Jim Crow” Barred 


Race segregation of passengers on busses 
crossing state lines was held unconstitu- 
tional by the United States Supreme Court on 
June 3rd by a 6-to-1 decision. 

In a majority opinion by Justice Stanley F. 
Reed, the tribunal struck down a Virginia 
statute forcing separation of white and Negro 
travelers on interstate busses. 


FPC Sets Date for Rehearing 


HE Federal Power Commission recently 

announced its order setting rehearing on 
August 13th in Minneapolis, Minnesota, on 
the FPC order of March 22, 1946, directing 
Montana-Dakota Utilities Company of Min- 
neapolis to establish reduced rates for common 
carrier transportation of natural gas, and 
granting a stay of such order. The rehearing 
will be limited to evidence concerning the 
claimed changes in costs of operation and 
maintenance and changed operating conditions 
which Montana-Dakota alleges have taken 
place since May 24, 1944, the closing date of 
the original hearing. 

The FPC order of March 22nd directed 
Montana-Dakota to file before June 1, 1946, 
a new rate schedule for the common carrier 
transportation of natural gas in interstate com- 
merce reflecting a demand charge of $13.20 per 
MCF per year and a commodity charge of 7 
cents per McF, which rates shall be effective 
as to all gas to be transported in interstate 
commerce by Montana-Dakota. 

The proceedings arose from a complaint by 
Mondakota Gas Company of Billings, Mon- 
tana, which charged that rates specified in 
schedules filed with FPC by Montana-Dakota 
for the interstate common carrier transporta- 
tion of natural gas (as required by the act of 
Congress known as the Leasing Act of 1920) 
were excessive and discriminatory. 

Montana-Dakota, in addition to other serv- 
ices, operates retail gas distribution facilities 
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THE MARCH OF EVENTS 


in Montana, North Dakota, South Dakota, and 
Wyoming. Mondakota is not at present en- 
gaged in any gas distribution operations. 


Utility Procedure Approved 


HE Securities and Exchange Commission 

on June 3rd issued a supplemental order 
sanctioning certain steps in an approved plan 
for liquidation and dissolution of the North 
Continent Utilities Company and its subsidiary, 
the Great Northern Utilities Company. 

The steps approved by the commission un- 
der § 11(b) of the Public Utility Holding 
Company Act provide for the following: 

Sale by Great Northern of certain physical 
properties to Marias Electric Codperative, 
Inc., and certain other properties to Glacier 
County Electric Codperative, Inc., for $640,- 
000 and $343,450, respectively. 

Use by Great Northern of the proceeds from 
the sales to pay its indebtedness to North Con- 
tinent. 

Sale by North Continent of all its capital 
stock holdings in the Southern Utilities Com- 


pany. 

Use by North Continent of the proceeds 
from Great Northern and sale of the Southern 
Utilities stock to make ratable payments on 
the unpaid principal of first lien collateral and 
refunding gold bonds, series A, 5% per cent, 
due January 1, 1948. 

The commission set June 24th for a hearing 
on an amended plan filed under § 11(e) of the 
Holding Company Act by the Kewanee Public 
Service Company and its parent, the North 
American Light & Power Company. 


Discusses Rural Extensions 


HE job of bringing electricity to remote 

rural homes is being seriously hindered by 
certain large public utility firms that recently 
have been installing service to thickly popu- 
lated areas, thus barring rural codperatives 
from profitable operation in outlying districts, 
Claude R. Wickard, former Secretary of Agri- 
culture and now head of the Rural Electrifica- 
tion Administration, said in St. Louis recently, 
speaking before the Farmers’ Club. 

The public utility companies, by taking the 
“cream” of the business and disregarding the 
thinly settled areas, are depriving communi- 
ties of over-all service, a principal aim of REA, 
Wickard said. 

“This practice, if continued, ultimately will 
mean subsidies to the codperatives to help them 
serve the outlying farmers, and this we are 
trying to avoid,” he asserted. 

Union Electric Company of Missouri, as- 
serting that it had existing state certificates of 
convenience and necessity for all its territory 
and also county court franchises in some 
places, announced several weeks ago that it 
would build 800 to 900 miles of new rural lines 
in Missouri. 

Allen M. Pritchett of Pacific, manager of 
the codperative, an REA unit, said there was 
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nothing REA could do about the situation. 
The only remedy for the codperative, which 
centers in Crawford county, and reaches into 
six other counties, is to push construction of 
its own lines in Franklin and Jefferson coun- 
ties as fast as it can, he declared. 
Pritchett said, however, that Union Electric 
had either refused to extend its service in the 
t or had quoted prohibitive charges. Now, 
complained, Union Electric is offering rates 
so low that the codperative cannot compete. 


SEC Approves Plan 


HE Securities and Exchange Commission 
last month approved integration measures 
geoseees by the Potomac Edison Company, 
rederick and Hagerstown, Maryland, and its 
direct subsidiary, Potomac Light & Power 
Company. 

Potomac Light & Power proposed to issue 
10,500 additional shares of common stock and 
transfer these to the parent company in ex- 
change for 1,322 shares of Light & Power’s 
6 per cent cumulative preferred stock and 
$917,600 cash. 

The cash and treasury funds would be used 
to retire on August Ist the balance of the sub- 
sidiary company’s preferred stock, 2,178 shares 
held b the public, and to pay off Light & 
Power’s indebtedness to Potomac Edison, con- 
sisting of demand notes in the principal amount 
of $613,330 and open account indebtedness in 
the principal amount of $89,802. 


Settlement Gains SEC Approval 


HE Securities and Exchange Commission 

recently approved the compromise settle- 
ment and complete discharge of all claims in- 
volving Electric Bond and Share ee 
and its wholly owned service company su 


sidiaries, Ebasco Services, Inc., and Phoenix 
Engineering Corporation, on one hand, and 
National Power & Light seroma its sub- 


sidiaries and certain former subsidiaries, on 
the other. 

In settlement, Bond and Share will pay 
$750,000 in cash to National, which will in 
turn make certain payments to its subsidiaries 
and former subsidiaries. 

In accordance with National’s request, the 
commission filed an application in the United 
States District Court =~ the Southern Dis- 
trict of New York on May 27th for an order 
enforcing the terms of the compromise settle- 
ment. The court set June 21st for a hearing on 
the matter. 


To Distribute Natural Gas 


A RECENT application filed with the Federal 
Power Commission by the Washington 
Gas Light Company revealed that beginning 
in July of this year the Rosslyn Gas Company, 
Rosslyn, Virginia, will receive straight nat- 
ural gas for distribution to its customers in 
place of the mixed gas now sold. The filing of 
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such application, which requested a permanent 
certificate of public convenience and necessity 
to construct a new 16-inch pipe line to serve 
Rosslyn, was a condition of the temporary 
permit approved by FPC on May 10th. 

The application further stated that during 
the summer of 1945 change-over to natural 
gas will be made of all gas supplied by Wash- 
ington Gas Light to its subsidiaries in Vir- 
ginia and Maryland. The natural gas will have 
a heating content of 1,100 sru per cubic foot 
in contrast to the 600 Bru per cubic foot of the 
mixed gas now served. 

According to the company’s statements, the 
change to natural gas is being made to enable 
Washington Gas Light and its subsidiaries to 
meet the expected heavy growth in the de- 
mands of the public for gas service. If the com- 
panies attempt to meet such demands with 
mixed gas, substantial enlargement of their 
gas production and distribution facilities would 
be required, thereby necessitating the invest- 
ment of large amounts of additional capital 
funds. Consequently, Washington Gas Light 
“believes that the long-term interests of both 
the applicant and the public will be best served 
by the change to natural gas.” 


Votes to Reconsider Nominee 


Og — pao Charles W. Tobey, Republican of 
New Hampshire, recently said he would 
ask a public hearing on the nomination of 


)Richard B. McEntire, of Topeka, Kansas, for 
a vacancy on the Securities and Exchange 
Commission. 

This, he explained, was behind the Senate’s 
‘unusual decision to reconsider its confirmation 
of Mr. McEntire, with a request to President 
Truman that he return the nomination to the 
Senate. 

“Certain parties came to me about two weeks 
ago and said they had some evidence that Mr. 

cEntire should be questioned about before 
he is confirmed,” Senator Tobey told reporters. 
“I do not know the man, but I want to see 
him face to face and question him before he 
is confirmed.” 

Senator Robert F. Wagner, Democrat of 
New York, chairman of the Banking Commit- 
tee, won unanimous consent from the Senate 
on May 27th to.ask return of Mr. McEntire’s 
nomination. 

However, an SEC release, dated June 4th, 
states that Mr. McEntire was sworn in on that 
date as a member of the commission for a term 
ending June 5, 1948. 

President Truman on May 31st withdrew 
from the Senate the nomination of Edmond 
M. Hanrahan of New York to be a member 
of the SEC after it developed that he had 
been named for a nonexisting vacancy. 

Charles G. Ross, White House press secre- 
tary, said the nomination had been made as a 
result of the mistaken belief that Chairman 
Ganson Purcell had indicated an intention to 
resign. 
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CVA Hearings Postponed 


* ey scheduled on Senate Bill 1716, 
the Columbia Valley Authority Bill, for 
June 25th to June 28th have been indefinitely 
postponed, it was announced recently. 

Senator Hugh B. Mitchell, author of the 
bill, in a letter to Senator Overton, chairman 
of the Commerce Committee, said he had had 
sO many requests from people of the Pacific 
Northwest who desire to be heard on behalf 
of the proposal “that it appears the four days 
assigned to S 1716 from your heavy schedule 
will be inadequate.” 

He requested that the hearings be postponed 
until four days could be allowed both sides. 

Senator Murray, Democrat of Montana, ad- 
mitted recently that his plan to create a Mis- 
souri Valley Authority * ‘is dead for this ses- 
sion of Congress.” Murray told a reporter that 
he would reintroduce it, however, “as one of 
my first acts when the new Congress meets 
next January.” 

Congress already has authorized more than 
$1,000,000,000 for flood control, irrigation, 
power, navigation, and other benefits in the 
Missouri river valley. 


Seaway Would Create Business 


ONSTRUCTION of the St. Lawrence seaway 
and power projects would create new 
business and commerce “which otherwise 
would not exist,” Chairman Leland Olds of 
the Federal Power Commission said recently. 
The proposed a. he declared in an 
address at a St. Lawrence forum sponsored 
by the Syracuse GI Independent Committee, 
would bring a “tremendous development” of 
industry and jobs in the Great Lakes area, but 
not at the expense of other sections of the 
nation. 

Chairman Connally of the Senate Foreign 
Relations Committee on June 5th announced 
the project had won approval of the committee, 
but there was little chance of Senate action at 
this session. 

Citing central New York benefits especially 
from St. Lawrence power, Mr. Olds declared 
that “you people would get 250 kilowatt hours 
at what you now pay for 100, and 500 kilo- 
watt hours for less than you now pay for 250.” 

The power project offers the St. Lawrence 
region “the possibility of perhaps $500,000,000 
of new investment in industry providing about 
75,000 more industrial jobs,” he declared. 


Allows Petition Withdrawal 


HE Federal Power Commission last month 

granted the application of Penn-York 
Natural Gas Corporation, Buffalo, New York, 
for permission to withdraw its petition for 
rehearing upon the question of the reasonable- 
ness of the 6 per cent rate of return allowed 
in an FPC order of February 16, 1946, reduc- 
ing rates which Penn-York may charge its 
affiliate, Republic Light, Heat & Power Com- 
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pany. The rehearing originally set for April 
th had been postponed until last month. 

The withdrawal of the petition by Penn- 
York would allow the $53,200 yearly rate re- 
duction ordered by the commission to take 
effect immediately. The rates apply to natural 
gas purchased by Penn-York from New York 
State Natural Gas Corporation and sold in in- 
terstate commerce to Republic Light, Heat & 
Power Company for resale for ultimate public 
consumption. The reduction would be effective 
on all bills after March 15, 1946. 

A subsidiary of Cities Service Company, 
Penn-York’s only customer company is Re- 
public Light, Heat & Power Company, also 
of Buffalo. 


Sale of Utility Reported 


T= municipality of Cali, Colombia, is ex- 
pected to buy electric light and power in- 
stallations in that city, now owned by American 
& Foreign Power Company, a subsidiary of 
Electric Bond and Share, according to recent 
reports. It was reported that a price of $3,000,- 
000 would be paid, half in cash and the balance 
in instalments. 

W. S. Robertson, president of the American 
& Foreign Power Company, said that nezotia- 
tions for the sale of the property “have been 
going on for two years” but that no confirma- 
tion of the sale had been received in New 
York. 


Arkansas 


Considers Hand-set Charge 


TS state public service commission re- 
cently took under advisement the feasi- 
bility of abolishing the extra charge telephone 
companies place on hand-set or “French” tele- 
phones. The matter was taken under advise- 
ment following a hearing by the commission 
on its order directing “telephone companies in 
Arkansas to show cause why the additional 
charge should not be eliminated. 

All but one of the 27 respondents to the 
order opposed abolition of hand-set charges. 

Independent operators charged that if the 
special rate was abolished customers would de- 
mand hand-set instruments rather than other 
standard telephones which still have several 
years’ service left in them. Bell representatives 
insisted that the system could not afford to 
surrender the revenue derived from the extra 
charges at this time. 

John Mohler of St. Louis, Bell’s general at- 
torney in the Southwest, said the Bell system 
must spend $4,000,000 in Arkansas to “restore 
its service to an acceptable standard” and for 
this reason could not give up any of its pres- 
ent revenues. 

Mohler asserted that the 15-cent monthly 
hand-set charge produced between $30,000 and 
$40,000 revenue for the company in Arkansas 
last year, but that Bell’s dollar earnings in the 
state now are less than during the depression. 
He said the company’s revenue in Arkansas 
each year was approximately $9,000,000 but 
that the earnings on its Arkansas investments 
were “only 2.17 per cent.” 


“Bell is not now in position to give up any 
of its reyenue . . . until there is a revision of 
rates to adjust inequities,” he added. 


Line Construction Authorized 


HE state public service commission re- 

cently authorized three utilities to con- 
struct 506 miles of rural electric lines in south- 
— Arkansas at an estimated cost of $503,- 
855. 

Commission Chairman Charles C. Wine said 
the construction, which will serve 1,768 cus- 
tomers, will provide electric service in nearly 
all Arkansas rural areas in which it would 
prove economically feasible. 

The allocations were made to Southwestern 
Gas & Electric Company of Shreveport, Louisi- 
ana, Arkansas Power & Light Company, and 
Southwest Arkansas Electric Codperative of 
Texarkana. The areas are in Sevier, Little 
River, Howard, and Hempstead counties. 

AP&L will construct 52 miles of lines in 
Hempstead county at an estimated cost of 
$43,305 to serve 181 customers. 

The Louisiana company will construct 48 
miles in Sevier county to serve 159 customers 
for $48,350; 16 miles in Little River to serve 
90 customers for $15,950; 17 miles in Howard 
to serve 56 customers for $17,000; 62 miles in 
Hempstead to serve 62 customers for $16,400. 

The codperative will construct 9 miles in 
Sevier to serve 39 customers for $8,800; 267 
miles in Little River to serve 886 for $267,000; 
32 miles in Howard to serve 103 for $14,510; 
50 miles in Hempstead to serve 192 for $49,450. 


California 


Service Back to Normal 


GO" its first full day of operations since re- 
sumption of work following the end of 
the AFL strike that had shut it down since 
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May 3rd, Los Angeles transit lines had an 
sooo of 397 streetcars in operation on May 
th. 
The daily average one month previous to 
that date was the same. 
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The company has petitioned the Federal 
Wage Stabilization Board to approve the aver- 
age wage increase of 18.4 cents an hour offered 
to end the strike. Regional Board Chairman 
Thomas Fair Neblett in San Francisco said 
the board would take up the petition at its 
meeting in Los Angeles on June 3rd. 

If the board approves the payment of the 


increase, the company will then be in a posi- 
tion to press its petition to the state railroad 
commission to grant it the right to increase 
streetcar and bus fares. The commission js 
scheduled to meet in Los Angeles on June 24th 
to consider the proposed higher fares for 
busses and on June 26th to take up the street- 
car fares. 


¥ 


Illinois 


Fare Boost Suspended 


Ts state supreme court last month ended 
a 5-year fight between the Chicago Transit 
Company, operator of the city’s elevated train 
system, and the attorney general’s office when it 
ordered a boost in “el” fares from 10 to 12 cents. 

Persons desiring transfers from the elevated 
to either busses or streetcars must pay 13 cents. 
Company officials, who sought the -fare in- 
crease because of additional labor costs, said 
the new price schedule would go into effect on 
May 23rd. 

The state commerce commission on May 


28th opened a fight to lower the fares put into 
effect by the company under protection of a 
circuit court injunction. 

The commission,’ after a long conference, 
suspended the higher “el” fares and ordered 
B. J. Fallon, trustee of the company, to bring 
in evidence to show how much of an increase 
over the old 10-cent basic fare is necessary to 
meet operating expenses of the lines. 

Another important step in the traction prob- 
lem was taken on the same day when the trus- 
tees of the Chicago Surface Lines presented to 
the commission a request for a temporary fare 
of 9 cents and a permanent fare of 10 cents. 


Indiana 


Fuel Supply Limited 


HE most noticeable reaction to the pinch 

caused by the coal and railroad strikes was 
the recent announcement by the Citizens Gas & 
Coke Utility, Indianapolis, that industrial and 
commercial use of gas, with few exceptions, 
would cease at 7 AM June 2nd. 

This new restriction was expected to put 
more than 92,000 industrial employees out of 
work within three or four days unless the situ- 
ation cleared, according to an estimate by the 
Indianapolis Chamber of Commerce. 


Among the first concerns to report lay-off 
orders was the RCA Manufacturing Com- 


pany. 

Officers said more than 500 workers were 
notified not to report for work the week of 
May 27th, and to remain away from their jobs 
until further notice. 

It was explained that employees of firms 
which use gas and have been working only 
three days a week receritly would be notified 
not to return to work. Use of gas in house- 
holds was not affected by the action, but strict 
conservation measures were urged. 


Massachusetts 


Cuts Low-use Fuel Charges 


JY esTERN MASSACHUSETTS Exectric Com- 
PANY, serving Berkshire and Connecticut 
valley customers, filed new rate schedules with 
the state department of public utilities last 
month eliminating fuel charges from the first 
1,000 kilowatt hours billed to any customer in 
any month. This will reduce the number of 
customers paying extra fuel costs resulting 
from higher a prices from about 4,700 to 


The schedule was filed under the depart- 
ment’s recently promulgated order requiring 
establishment of a uniform fuel adjustment 
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clause. It will result in aggregate saving to cus- 
tomers of $225,000 and was voluntary on the 
part of the company. 

There has been considerable agitation in 
Massachusetts over fuel clauses since Con- 
necticut adopted its uniform fuel adjustment 
order in 1943. A year ago an investigation of 
the situation by a legislative commission came 
close to realization and was shelved only on 
assurance that the public utilities department 
would take up the matter. Early this year the 
department issued requirements for uniform 
fuel clauses for electric companies, but has not 
yet taken similar action on gas companies. 

The position of Western Massachusetts 
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Electric Company in eliminating the fuel 
charge from the bills of low-use customers is 
similar to that of Boston Edison Company, 
which never has invoked the extra charge in 
billing household and small commercial cus- 
tomers. 


Oppose Tax on Gross Income 


C= Maurice J. Tobin’s strongly 
urged proposal to assess a 2 per cent tax 
on the gross income of all public utility com- 
panies doing business in Massachusetts, as a 
substitute for the state’s present franchise tax, 
based on corporate excess over locally assessed 


plant valuations, is still before the legislature, 
which is trying desperately to find taxable 
sources from which to reduce a budget deficit 
of 10 to 14 millions. 

The taxation committee recently reported a 
bill to tax utilities 5 per cent on net earnings, 
but the governor opposed this. He insisted on 
the 2 per cent on gross, which is four times 
as great as the similar tax temporarily imposed 
on Rhode Island utilities for the duration of 
the war emergency. 

The state department of public utilities is 
engaged at present in conferences with Massa- 
chusetts electric companies in an effort to bring 
about voluntary reductions. 


Minnesota 


New Electric Rate Announced 


A NEW general service electric rate which 
will save the city of St. Paul an estimated 
$19,000 a year on municipal electric bills was 
announced recently by Commissioner William 
Parranto. 

The new rate has been negotiated by the pub- 
lic utilities department and the Northern 
States Power Company. It applies only to elec- 
tricity bought by the city for its own use and 
was said to have no bearing on the electric rates 


paid by Northern States, private consumers. 

The new rate is 2% cents flat per kilowatt 
hour, compared with a rate of 4 cents 
kilowatt hour for municipal lighting and 3 
cents per kilowatt hour for power purposes, 
which rates have been in force for many years. 

Parranto told the city council the new com- 
bined rate would permit elimination of sepa- 
rate services and meters for various uses of 
electricity in any municipal building, and in 
addition would result in savings to the various 
city departments. 


* 
Oklahoma 


Gas Allocation Upheld 


HE price of natural gas in the Guymon- 
Hugoton field and the state corporation 
commission’s authority to fix field prices 
cropped out again-last month when W. J. 
Moran, Wichita Falls, Texas, attacked orders 
of the commission covering the field. 
Moran had asked the commission to revise 
its orders so as to cancel all underproduction 


credited to wells which have no connections, 
and to redistribute the market demand for the 
field. He owns royalty interests in several sec- 
tions and said his income had declined from 
“around $100” per month to $12 per month. 

After a hearing, the commission denied the 
application. Floyd Green, conservation attor- 
ney, said that the issues involved would be de- 
cided in cases now before the commission and 
in the courts. 


Oregon 


Pact Averts Strike 


MPLOYEES of the Portland Traction Com- 

pany last month voted to accept a plan 
arrived at through collective bargaining where- 
by they will be placed on a 5-day week and re- 
ceive increases in the hourly rate of pay. 

Platform men, which includes all streetcar 

and bus operators, will get a 17-cent hour! 
increase, raising the rate from $1.08 to $1.25. 
First-class mechanics will receive comparable 
increase, to $1.40 an hour, with second-class 
mechanics to get $1.32. 
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All other employees in the mechanical and 
maintenance of way departments are to re- 
ceive an increase of 18 cents an hour, and 
employees in other classifications are to get a 
17-cent hourly pay boost. Overtime at the rate 
of time and one-half will be paid after eight 
hours of work daily. 

Another provision of the agreement calls 
for the company to pay $20 a month pension 
to employees retiring after April 1, 1946, until 
such time as the employees may come under 
provisions of the Railroad Retirement Act. 

The agreement is retroactive to April Ist. 
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Pennsylvania 


Public Power Unit Studied 


HE possibility of erecting a publicly owned 
power plant which would serve a dozen 
communities was discussed last month in Port 
Vue. 
Representatives of McKeesport, Clairton, 
Duquesne, Versailles borough, and Port Vue 


borough were reported to have participated. 

Adolph Jacobyansky, chairman, who is 
borough manager at Port Vue, said a half- 
2 sg other communities are interested in the 
idea. 

Proponents say the plan would prove eco- 
nomical to a quarter-million population in the 
area. 


Virginia 


City Opens Tax Fight 


T= city of Richmond opened its public 
utility tax assessment case for the state 
corporation commission recently with the as- 
sertion that the present method of assessment 
constituted a discrimination against individual 
citizens and was contrary to requirements of 
the state Constitution. 

At the outset of the proceedings, T. Justin 
Moore, counsel for Virginia Electric & Power 
Company, moved to dismiss the city petition 
for review and correction of assessments of 
Vepco property in Richmond, but the com- 
mission took the question under advisement 
and directed the city to proceed with its case. 
Mr. Moore, who was joined in the motion by 
counsel for Appalachian Electric Power Com- 
pany and several railroads, contended the city 


had not complied with § 235 of the state tax 
code requiring specifications as to items sought 
to be corrected. 

Horace H. Edwards, Richmond city attor- 
ney, argued, however, that the petition claimed 
all of the a of Vepco in Richmond, 
with the exception of the power company 
building, had been incorrectly assessed and 
that the petition complied with the require- 
ments of § 235. 

The city seeks revision to 100 per cent of 
fair market value, instead of the present 40 
per cent, in line with the city’s own assessments 
of other properties. Mr. Edwards said such a 
correction would have the effect of boosting 
Vepco-assessed values in Richmond from ap- 
proximately $7,800,000 to more than $19,000,- 
000. This would mean a big gain in city taxes 
from the utility properties. 


Washington 


Would Enlarge Dam 


A* immediate decision should be made by 
the Seattle city council to authorize the 
third stage of Ross dam, Seattle City Light’s 
major new project under construction on the 
Skagit river, Lighting Superintendent E. R. 
Hoffman urged recently. 

Hoffman said it would be more economical 
to enlarge the dam than to purchase additional 


power from the Bonneville Power Administra- 
tion. To extend the dam an additional 70 feet 
while the contractors’ equipment remains in 
place, would cost an estimated $3,700,000, while 
to delay decision until after such facilities had 
been removed would cost approximately $5,- 
693,000, Hoffman said. 

The expansion would more than double the 
water storage capacity and step up the gen- 
erating output to 700,000 kilowatt hours. 


Wisconsin 


FPC Approves Accounting 
Proposals 


Se Federal Power Commission recently 
approved proposals by the Wisconsin 
Electric Power Company, Milwaukee, to make 
accounting adjustments involving the elimi- 
nation of $2,143,848, representing remaining 
excess of acquisition cost over original cost of 
acquired properties, write-ups reflected in plant 
accounts through recording appraisals, and 
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other excesses of recorded cost over original 

cost. The elimination is to be effected through 

(1) a charge of $461,380 to Reserve for = 
reciation of Electric Plant, (2) a os 

R21. 524 to Earned Surplus, ‘and (3) ac 

of $1, 660,944 to Capital Surplus. 

Wisconsin Electric Power, a subsidiary of 
North American Company, distributes electric 
energy at retail to 34 communities in Wiscon- 
sin, including Milwaukee and Racine. In addi- 
tion, the company furnishes electric energy at 
wholesale and some heating service. 
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The Latest 
Utility Rulings 


Property Acquisition Barred by Size 


Limitation on Systems 


 B-- American Gas & Electric Com- 
pany was denied authority by the 
Securities and Exchange Commission 
to acquire about 99 per cent of the 
common stock of Columbus & South- 
ern Ohio Electric Company because of 
the size of the resulting combination of 
properties. Approval of an acquisition 
of this kind, said the commission, cannot 
be granted unless the commission finds 
that “such acquisition will serve the pub- 
lic interest by tending towards the eco- 
nomical and efficient development of an 
integrated public utility system” as pro- 
vided by § 10(c)(2) of the Holding 
Company Act. 

The term “integrated public utility 
system” is defined under § 2(a) (29) as 
meaning, among other things, a system 
“not so large as to impair (considering 
the state of the art and the area or re- 
gion affected) the advantages of localized 
management, efficient operation, and the 
effectiveness of regulation.” 

Different standards, said the commis- 
sion, are applicable in proceedings under 
§ 11(b)(1) relating to existing control 
than under § 10 relating to extension of 
control. The distinction inheres in the 
difference between § 11 as a compromise 
of the policy of “elimination” of holding 
companies otherwise than as permitted 
by the act and the “new acquisition” 
standards of § 10, which were designed 
as a more restrictive check on further 
growth of holding companies and fur- 
ther extension of their control. 

There was evidence to show that ac- 
quisition of these properties would in- 
crease the population served by the cen- 
tral system of American Gas & Elec- 
tric Company by 19.2 per cent, the elec- 
tric customers by 21.4 per cent, gross 
electric revenues by 14.1 per cent, elec- 
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tric plant by 12.9 per cent, plant capacity 
by 11.6 per cent, kilowatt-hour sales by 
8.1 per cent, and miles of line by 17.9 
per cent. It was also noted that even 
aside from any new acquisition the size 
of the central system in respect of the 
growth of load would be increasing con- 
stantly as a result of the normal growth 
factor. 

There was evidence of savings and in- 
creased efficiency which it was asserted 
would accompany the acquisition. But 
the commission rejected the proposition 
that none of these benefits was achieva- 
ble without joint ownership. 

The principal executive office of 
American Gas & Electric is in New 
York city, and the principal executive 
officers of the holding and service com- 
panies who have their offices in New 
York are also the principal executive 
officers of the system operating compa- 
nies. Inclusion of Columbus & South- 
ern Ohio in the central system would 
materially increase the range of control 
exercised from New York, and the com- 
mission said it could not emphasize too 
strongly that an essential part of the 
spirit pervading the initiation and adop- 
tion of the Holding Company Act was 
the desire to arrest the processes of con- 
centration of power characterizing the 
growth of holding company systems. 

The commission said it did not mean 
that this legislation intends the physical 
limitation of ownership to be drawn 
tightly around small communities, but 
somewhere between the views of those 
advocating approval of the acquisition 
and complete community control lies the 
ideal reached in this legislation. The is- 
sue in each case depends upon the facts 
and specific considerations applicable to 
the case. 
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Commissioner Caffrey, in a dissenting 
opinion, said that the majority did not 
question the clear showing in the record 
that through this acquisition the level 
of efficiency of service would be mate- 
rially raised in the areas of these com- 
panies and that there was no evidence 
to contradict careful estimates that at 
least $1,500,000 of capital and operating 
savings (computed on an annual basis) 
would result from the improvements and 
codrdination, which were proposed in 
the case. 

He noted that the acquisition did not 
carry the system into any essentially new 
territory and that, considered in terms 
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of its definition at terminal points, the 
central system now occupies a territory 
embracing the area of Columbus & 
Southern Ohio. 

He said further that it must be remem- 
bered that the size standard of § 2(a) 
(29) does not exist in a vacuum, but that 
it must be considered in the light of the 
state of the art and with especial refer- 
ence to impairment of the advantages of 
localized management, efficient opera- 
tion, and effective regulation. Localized 
management, he continued, does not 
mean complete neighborhood control. Re 
American Gas & Electric Co. (File No. 
70-1276, Release No. 6639). 


Wholesale Gas Company to Bear Expense of 
Refund to Ultimate Consumers 


HE United States Circuit Court of 

Appeals, Eighth Circuit, denied a 
request by Panhandle Eastern Pipe Line 
Company that a stay order, on a rate ap- 
peal, be modified so as to relieve the com- 
pany of the expense of distributing to 
ultimate consumers funds impounded 
under the order. The rate order had been 
sustained by the United States Supreme 
Court in Panhandle Eastern Pipe Line 
Co. v. Federal Power Commission 
(1945) 324 US 635, 58 PUR(NS) 100. 
Therefore, the court was confronted 
with the problem of distributing im- 
pounded funds of approximately $25,- 
000,000. The court said: 


Most of these distributors, which bought 
gas at wholesale from Panhandle and sold it 
at retail to ultimate consumers, have dis- 
claimed any interest in the funds impounded 
and have agreed that so much of the funds 
as was derived from the sales of gas to 
them by Panhandle belongs to their cus- 
tomers. The expense of distributing the im- 
pounded funds to the ultimate consumers 
of gas purchased from these distributors 
will be large. It is estimated that it will ex- 
ceed one million dollars, and conceivably 
may run into higher figures. 


There was held to be no adequate basis 
for a conclusion that the expenses would 
be so great as to justify the court in re- 
lieving Panhandle of the obligation to 
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pay them. The impounded funds, invest- 
ed in short-term government securities 
bearing interest at less than one per cent, 
have “produced very substantial earn- 
ings.” These earnings and future earn- 
ings, the court held further, might be 
applied against the expenses. 
It was said: 


This conclusion is based upon the prac- 
tical consideration that if the present and 
future earnings were not applied upon ex- 
penses of distribution, the delay and ex- 
pense involved in calculating the trifling 
amount which would be added, out of the 
earnings, to the share of the impounded 
funds belonging to each of the several mil- 
lion consumers would more than offset any 
possible benefit to them. We think that to 
apply the earnings of the funds to the ex- 
pense of distributing them will be to expe- 
dite and simplify the distribution, to the 
advantage of the distributees. 


Circuit Judge Riddick, in a dissenting 
opinion, declared that the Natural Gas 
Act deals only with rates for transporta- 
tion and sale in interstate commerce for 
resale, that the matter of retail rates was 
left to state power, and that the funds 
might be regarded as an accumulation 
of payments made by distributors, which 
had collected money from retail cus- 
tomers under local rates established by 
state authority, lawful when the collec- 
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tions were made and throughout the pe- 
riod of the accumulation of the fund. 

It followed, he said, that the fund was 
the property of the distributors and that 
Panhandle never had any enforceable 
legal obligation to the customers of dis- 


tributors. Expense of distribution to ulti- 
mate consumers could not, in his opin- 
ion, be imposed upon Panhandle East- 
ern. Panhandle Eastern Pipe Line Co. 
et al. v. Federal Power Commission 
et al. 


e 


Indiana Commission Refuses to Modify Claim 
Of Jurisdiction over Gas Companies 


HE Indiana commission last No- 

vember ordered Panhandle Eastern 
Pipe Line Company to file tariffs cover- 
ing rates, rules, and regulations pertain- 
ing to sales of natural gas direct to ulti- 
mate consumers within the state of In- 
diana and to file certain reports and in- 
formation. Panhandle contested com- 
mission jurisdiction and appealed to a 
state court. 

Recently, however, it offered to fur- 
nish certain information on condition 
that the commission order be modified 
so as to state unequivocally that it in- 
volved no assertion of any jurisdiction to 
regulate the business of selling gas 
transported in interstate commerce to in- 
dustrial consumers in Indiana. The In- 


diana commission rejected this proposal. 
Distribution of natural gas in Indiana 
by Panhandle direct to consumers, the 
commission held, is subject to regulation 
by the commission under state laws. The 
commission, it was pointed out, has con- 
sistently reiterated this position in pro- 
ceedings before the Federal Power Com- 
mission involving Panhandle. Accord- 
ingly, it was held, Panhandle has the 
duty and obligation to file the tariffs, re- 
ports, and information required, and the 
commission may use them for any and all 
lawful purposes necessary or advanta- 
geous in the performance of its duties 
as the state regulatory agency of public 
utility services. Re Panhandle Eastern 
Pipe Line Co. (Cause No. 16741). 


ze 


Court Refuses to Overturn Commission 
Findings on Gas Rates 


HE order of the Federal Power 

Commission in Re Cities Service 
Gas Co. (1943) 50 PUR(NS) 65, re- 
ducing natural gas rates, has been upheld 
by the United States Circuit Court of 
Appeals, Tenth Circuit. Several objec- 
tions were disposed of under the rule 
that the commission is statutorily and 
constitutionally free to use any rate-mak- 
ing formula it chooses so long as the end 
result will allow the company to operate 
successfully, maintain its financial integ- 
rity, attract capital, and compensate its 
investors for the risk assumed. 

Dealing with the question of cost al- 
locations, for example, the court said that 
if some of the specific allocations ap- 
peared to be illogical and unfair, they 
necessarily pose technological problems 
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of accounting and finance upon which 
the administrative judgment had been 
declared virtually supreme. The court 
added: “We shall not criticize that which 
we are powerless to correct.” 

The commission had based rates on 
actual legitimate cost, less existing de- 
preciation and depletion, plus working 
capital. Production and gathering facil- 
ities were included, although the Natural 
Gas Act does not apply to production or 
gathering of natural gas. The commis- 
sion, it was held, did not exceed its juris- 
diction by such inclusion for the purpose 
of determining rates for natural gas 
transportation for resale. 

Exclusion of an amount representing 
past operating expenses, cost of aban- 
doned leases, and capitalized interest was 
JUNE 20, 1946 
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sustained. No error was found in the 
commission’s action in crediting the com- 
pany’s operating expenses with the prof- 
its of an affiliated oil company, under 
a contract, in excess of the cost of proc- 
essing plus a 6} per cent return on the 
cost of the properties devoted to the proc- 
ess, less depreciation, plus working cap- 
ital. The court said: 

If the extraction process is in reality an 
essential part of the business of transport- 
ing and marketing the natural gas, the com- 
mission was justified in ignoring the con- 
tract between the two affiliates for the pur- 
pose of determining just and reasonable 
rates. Otherwise, a regulated gas utility 


would be permitted to syphon off its profits 
to affiliates through the guise of contracts 
for the performance of essential functions 
of the integrated business. 


The commission’s refusal to allow the 
1941 Federal income tax as an expense 
was upheld. Disallowance had been based 
on the thesis that if rates had not ex- 
ceeded an amount sufficient to return 6} 
per cent on the adopted rate base, tax 
liability would not have been incurred; 
the company might not charge as an ex- 
pense that which it could not lawfully 
earn. Cities Service Gas Co. v. Federal 
Power Commission et al. 


7 


Original Cost of Water Rights Must Be 
Reasonable Cost 


HE “reasonable” original cost of 
water rights acquired by the 


Rochester Gas & Electric Corporation 
was required by the New York commis- 
sion to be shown on capital accounts in- 
stead of the amount paid to settle a ques- 
tion of disputed water rights and obtain 


full title to them. Commissioner Burritt, 
speaking for the majority, declared that 
the commission’s present system of ac- 
counts requires that original cost must 
be reasonable. 

Several years ago the owner of lands 
and water rights on the Genesee river 
sued the utility company for damages 
claimed to have been incurred from the 
flooding of land and pollution of water 
supply. 

A claim of $750,000 was made 
for damages from water interfering with 
the operation of a plant and an additional 
$500,000 was claimed for water rights al- 
leged to be interfered with. The suit was 
eventually settled, and the utility paid 
$350,000, of which $300,000 covered 
purchase of the complainant’s real estate 
and water rights and $50,000 was in set- 
tlement of damage claims. 

A computation of value related to 
earnings was disapproved. Book value 
of land and water rights on the minute 
book of the former owner, although not 
evidence of cost, was said to throw some 
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light on the price paid. Capitalization of 
losses which might have been incurred if 
the rights had not been acquired was dis- 
approved. 

The state commission also consid- 
ered what a condemnation body might 
have done in making an award. It was 
said that condemnation value for the 
rights would be the value to the owner 
and not a value based on the addition of 
that right to rights owned by the corpo- 
ration. 

Chairman Maltbie, in a concurring 
opinion, said: 

No member of the commission maintains 
that the commission may not review this 
entry. Even if the company had actually 
paid $250,000 for these water rights sepa- 
rately and apart from the other property 
acquired and the claims that were settled, 
admittedly the commission would have the 
right now to review the reasonableness of 
such an entry and to determine upon the rec- 
ord made whether the entry was a proper one 
and if improper to determine the amount 
which should be entered in the asset ac- 
counts of the company to represent the orig- 
inal cost as defined in the system of accounts. 
In other words, the mere fact that the com- 
pany paid $350,000 for certain things and 
then allocated $250,000 to water rights is 
not conclusive and alone determinative of 
the original cost to be entered on the com- 
pany’s books. 


Commissioners Brewster and Eddy, 
dissenting, referred to the fact that there 
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was no evidence of affiliation between the 
utility company and the parties to whom 
payment had been made for these rights. 
They pointed out that this was a pro- 
ceeding “to determine the original cost 


z 


based upon a specific statutory enact- 
ment, not one to determine the economic 
value of the property involved.” Re 
Rochester Gas & Electric Corp. (Case 
9552). 


Other Important Rulings 


REDUCTION in railroad rates for the 
transportation of petroleum prod- 
ucts in intrastate commerce in order to 
meet pipe-line and motor carrier compe- 
tition was authorized by the Massachu- 
setts Department of Public Utilities, 
where the rates would not be a burden 
on the other business of the railroad, in- 
terstate and intrastate, although the rates 
would be close to “out-of-pocket costs,” 
and although motor carriers might be un- 
able to meet such railroad rates. Re Petro- 
leum Haulers of New England (DPU 
7256). ; 
The New York commission granted 
a petition requesting approval of, and 
consent to the filing of, a certificate of 
change of previously authorized and is- 
sued preferred stocks, which had been 
redeemed, into shares of common stock 
in order to avoid retirement of the re- 
deemed stocks and the payment of a sub- 
stantial tax which would be required if 
a wholly new issue of common stock 
were authorized. Re New York Power 
& Light Corp. (Case 12057). 


The practice of combining meter read- 
ings on the enclosed grounds of the Chau- 
tauqua Institution for billing purposes, 
and thereby granting the benefits of re- 
duced charges to the institution and oth- 
er customers within the enclosed 
grounds, was held by the New York 
commission to be discriminatory and not 
in accordance with standard rates and 
practices. Re Niagara, Lockport & On- 
tario Power Co. (Case 11998). 


A declaration filed by the Middle West 
Corporation, a registered holding com- 
pany, regarding the sale of its entire 
interest in United Public Service Corpo- 


871 


ration, a subsidiary registered holding 
company, consisting of approximately 56 
per cent of the outstanding shares of 
common stock, was denied effectiveness 
by the Securities and Exchange Com- 
mission where the utility properties in- 
volved were incapable of interconnection 
or integration and where the proposed 
sale would not tend toward the develop- 
ment of an integrated public utility sys- 
tem. Re Middle West Corp. (File No. 
70-1213, Release No. 6560). 


A petition by members of a beach as- 
sociation to require a water utility to ex- 
tend its mains to serve their community 
was denied by the Connecticut commis- 
sion where the prospective revenue from 
the new customers would not make the 
extension compensatory at the time or 
at any time in the near future. Re Great 
Hammock Beach Asso. (Docket No. 
7629). 


The Arkansas Supreme Court de- 
clared that an amendment of a certificate 
of convenience and necessity authorizing 
a carrier to operate a bus line, imposing 
restrictions in regard to picking up and 
discharging passengers between certain 
points, without hearing following proper 
notice to interested parties, including the 
public, was void. Lienhart v. Bryant, 192 
SW2d 530. 


The Citizens Utilities Company, a 
registered holding company, was granted 
an SEC order declaring it had ceased to 
be a holding company upon a showing 
that it had disposed of assets so that it 
no longer owned, held, or controlled any 
subsidiary public utility or holding com- 
pany, and its business was limited to that 
of an electric utility company and a gas 
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utility company and to the operation of 
telephone and water properties and a 
cold storage plant, dock, and wharf 
through subsidiaries. Re Citizens Utili- 
ties Co. (File No. 30-59, Release No. 
6535). 


The Pennsylvania commission’s re- 
fusal of a water company’s motion to 
dismiss a town’s application for approval 
of its acquisition of such company’s 
plant, on the ground that the application 
did not contain a description of the plant 
and various other statements in regard 
to operation, revenue, financing, and 
borrowing capacity of the town, was not 
considered by the state superior court 
to be subject to review, since the com- 
mission had full authority over pro- 
cedural questions which had been raised 
by motion. Mercer Water Co. v. Penn- 
sylvania Pub. Utility Commission, 46 
A2d 597. 


In considering an appeal from a com- 
mission order granting a village four 
months from final judgment in which 
to pay an electric utility the compensa- 
tion fixed for its acquisition by the vil- 
lage, the Wisconsin Supreme Court con- 
strued the term “final judgment” to mean 
a determination effective to preclude fur- 
ther proceedings in the same cause by 
appeal or otherwise and held that the 
construction of a commission order, be- 
ing a matter for the court, would not be 
affected by a change in commission per- 
sonnel. Northwestern Wisconsin Electric 
Co. v. Public Service Commission, 22 
NW2d 472. 


The circuit court of Baltimore city, 
Maryland, in affirming a commission de- 
nial of an application for a certificate 
of convenience and necessity to operate 
a taxicab service in that city, stated that 
unless the commission findings as to pub- 
lic need be shown to be unreasonable and 
without adequate foundation, it would 
not substitute its judgment for that of 
the Maryland Public Service Commis- 


Nore.—The cases above referred to, where decided 
will be published in full or abstracted in 
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sion. De Luxe Cab Co. of Baltimore City, 
Inc. v. Public Service Commission of 
Maryland et al. 


An application for telephone service 
by residents of an area where two tele- 
phone companies had held themselves 
out to render service was approved by 
the Wisconsin commission, even though 
the service applied for would require 
some duplication of telephone facilities. 
Re Fletcher (2-U-2118). 


A gas utility’s application for permis- 
sion to make an extension of service into 
contiguous territory, which extension the 
state statute empowered it to make with- 
out commission consent, was granted by 
the Colorado commission, which ap- 
proved the utility’s procedure of making 
application as a wise precautionary 
measure before incurring any expendi- 
tures, which are incident to the exten- 
sion. Re Kansas-Colorado Utilities, Inc. 
(Application No. 7206, Decision No. 
25799). 


In denying a request that a restriction 
against consolidation of motor carrier 
rights be attached to the grant of a certifi- 
cate of convenience and necessity, the 
California commission ruled that such 
request was premature where the area of 
operation authorized in the new certifi- 
cate at no point touched the area of prior 
authorization so as to permit consolida- 
tion. Re Pacific Motor Trucking Co. 
(Decision No. 38713, Application No. 
26542). 


The Texas Court of Appeals approved 
a lower court decision that a brewing 
company was not entitled to the transit 
privilege; that is, the right to pay a 
through rate for shipping a commodity 
from point of origin to point of process- 
ing and thence to destination, where the 
company had not declared to the carrier 
its intention to become a transit operator. 
Mueller-Huber Grain Co. et al. v. Texas 
& N.O. R. Co. 193 SW2d 573. 
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ILLINOIS COMMERCE COMMISSION 


Re Commonwealth Edison Company 


et al. 


33783 
May 1, 1946 


PPLICATION by electric utilities for authority and direction 
to curtail service because of coal strike emergency; granted 
subject to conditions. See also post, p. 136. 


Service, § 59 — Jurisdiction of Commission — Curtailment of electric service — 
Coal strike. 
1. The Commission has jurisdiction of an application by electric utilities 
for authority and direction in connection with possible curtailment or dis- 
continuance of electricity for certain uses during the period of an emer- 
gency resulting from a coal strike, p. 131. 


Service, § 143 — Curtailment — Strike emergency. 

2. Electric companies faced with an emergency threatening their ability 
to continue service, by reason of a nation-wide coal strike, should be au- 
thorized and directed to curtail the use of electricity, under Commission 
rules and regulations, in order to prolong the supply of electric service 
essential to public health and safety and the protection of property, where 
the utilities have made every effort to obtain additional and substitute fuel 
without substantial results, p. 131. 


Service, § 320 — Electricity — Curtailment during coal strike. 
Order of Illinois Commission authorizing and directing curtailment of elec- 
tric service because of nation-wide coal strike, p. 1353. 

Service, § 320 — Electricity — Curtailment during coal strike — Exemption list. 


Exemption lists and memoranda in connection with restrictive order of 
Illinois Commission authorizing and directing curtailment of electric serv- 
ice during coal strike emergency, p. 134. 


* 


By the Commission: On April 29, 
1946 the Commonwealth Edison 
Company, Public Service Company of 
Northern Illinois, Western United 
Gas and Electric Company, and 
Illinois Northern Utilities Company 
(hereinafter sometimes referred to as 
the “petitioners” ) filed with the Com- 
mission their joint verified petition in 
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the above matter, representing that an 
emergency existed involving the inter- 
ests of the consumers of electric public 
utility service in the area served by 
the petitioners and also affecting the 
interests of consumers using electric 
public utility service in certain adjoin- 
ing areas in which electricity produced 
by the petitioners is delivered for re- 
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sale; and requesting that the Com- 
mission, after proper hearing, take 
prompt action to authorize and direct 
the petitioners, during the period of 
the present emergency resulting from 
the coal strike and for such further 
period thereafter as may elapse until 
normal deliveries of coal to the peti- 
tioners are resumed, to adopt such 
measures and to take such steps as the 
Commission may find necessary and 
appropriate to curtail the furnishing 
of electricity in order to safeguard the 
health and safety of the public, and to 
authorize and direct the petitioners to 
require like curtailment by those pub- 
lic utilities which receive a supply of 
electricity from petitioners for distri- 
bution to the public. The petition 
named Central Illinois Public Service 
Company, Central Illinois Light Com- 
pany, Central Illinois Electric and Gas 
Company, Illinois Power Company, 


and Produce Terminal Corporation as 
the public utilities which receive a sup- 
ply of electricity from petitioners for 


distribution to the public. A copy of 
the petition and notice of the hearing 
were served on each of the five last- 
named public utilities. 

A hearing in this matter was held 
by the Commission en banc, at Chi- 
cago, Illinois, on May 1, 1946, at 
which hearing appearances were en- 
tered by each of the five last-named 
public utilities, and at which hearing 
testimony was presented on behalf of 
the petitioners and certain of the last- 
named five other public utilities. 
From the said verified petition and 
the evidence introduced, it appears as 
follows: Petitioners are Illinois pub- 
lic utility corporations engaged, 
among other things, in furnishing elec- 
tricity directly to the public in the 
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northern part of the state of Illinois, 
including the city of Chicago and ap. 
proximately 600 other cities and 
towns and approximately 55,000 
farms. Petitioners operate their in- 
dividual systems as a single intercon- 
nected system under and by virtue of 
an Electric Service Agreement author- 
ized by this Commission in Case No, 
31482. Virtually all of the electricity 
furnished from the system of the peti- 
tioners to the consumers is produced 
in steam generating stations. Coal is 
used as the principal fuel. Petitioners 
early in the war maintained a 122 
days’ supply of coal. Fuel regulations 
by the Federal government caused a 
gradual reduction of this supply to 
approximately 50 days on April 1, 
1946. 

Evidence was introduced to show, 
and it is a matter of general public 
knowledge, that a strike generally 
throughout the bituminous coal min- 
ing industry in the United States has 
been in effect since April 1, 1946; that 
negotiations looking to a settlement of 
the strike are now proceeding but the 
outcome thereof is uncertain. As a 
result of this strike, the petitioners 
have been forced since the beginning 
of the strike to use coal from their re- 
serve coal supply. Each day approxi- 
mately 20,000 tons are consumed in 
the normal production of electricity 
in this area. As a result, on May 1, 
1946, the petitioners had on hand a 
supply of coal which they estimated to 
be sufficient to furnish normal gen- 
erating requirements only until May 
21, 1946. It was further shown that 
a period of approximately seven days 
would be required between the re- 
sumption of coal production and the 
receipt of additional supplies of coal at 
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the generating stations of the peti- 
tioners. It was also further shown 
that unless the strike is terminated so 
that production of coal may be re- 
sumed approximately seven days be- 
fore May 21, 1946, continuation of 
normal supply of electricity by the pe- 
titioners will exhaust the fuel supply 
on hand before additional supplies can 
be received, thus jeopardizing the 
supply of electricity for many needs 
essential to public health and safety 
and protection of property. 

A witness for petitioners testified 
that petitioners had been and are con- 
tinuing to make every effort to obtain 
substitute fuel for coal, but that the 
possibilities of obtaining substitute 
fuel, which he testified were limited to 
gas and oil, in sufficient quantities 
were not such as to be an important 
factor toward relieving the existing 
emergency. 

[1, 2] The above facts which the 
petitioners have presented to the Com- 
mission indicate the necessity of em- 
barking upon an immediate program 
for curtailing electric service in order 
to conserve the remaining supply of 
coal on hand, so as to prolong so far 
as possible their ability to supply elec- 
tric service essential to public health 
and safety and protection of property. 

It is obvious that voluntary curtail- 
ments of use will not effectively relieve 
the situation and it is therefore im- 
perative that curtailment be made in 
certain less essential uses of electricity 
in order to prolong so far as practi- 
cable the ability of the petitioners to 
supply electricity for uses essential to 
public health and safety and protec- 
tion of property. 

The evidence permits of no other 
conclusion than that steps should be 
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taken immediately to curtail the use 
of electricity by all classes of custom- 
ers. However such _ curtailment 
should not be extended to the point 
where public health and safety and 
protection of property are impaired. 

The Commission having given due 
consideration to the verified petition 
and the evidence presented in this pro- 
ceeding, and being fully advised in 
the premises, is of the opinion and 
finds : 

1. That the Commission has juris- 
diction of the petitioners and of the 
other public utilities whose appear- 
ances were entered in this proceeding, 
and of the subject matter of this pro- 
ceeding. 

2. That an emergency with respect 
to the supply of electricity to the gen- 
eral public in the territory served by 
petitioners has arisen, not due to any 
matter within the control of petition- 
ers, but by virtue of the national 
bituminous coal strike which has been 
in effect since April 1, 1946, and that 
petitioners have made every effort to 
obtain additional and substitute fuel 
without substantial results. 

3. That since seven days should be 
allowed between the time when the 
production of coal is resumed and the 
time when coal will be delivered at the 
generating stations of petitioners, and 
that since petitioners’ supply of coal 
would be exhausted by May 21, 1946, 
if a normal supply of electricity were 
continued, petitioners would, if pro- 
duction of coal were not resumed by 
May 14, 1946, and if petitioners con- 
tinued with their normal generation 
and supply of electricity, be faced with 
a virtual shutdown of their generating 
stations after May 21, 1946, for ap- 
proximately such period of time as 
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elapses between May 15, 1946, and 
the date on which the production of 
coal is resumed. 

4, That steps should immediately 
be taken to curtail, in so far as prac- 
ticable, all uses of electricity not essen- 
tial to public health and safety and 
protection of property, in order that 
fuel may be conserved to prolong in 
so far as practicable the electricity 
supply which is essential to public 
health and safety and protection of 
property. 

5. That the most expeditious and 
effective method of prolonging the 
supply of electric service essential to 
public health and safety and the pro- 
tection of property would be that pe- 
titioners be authorized and directed to 
curtail the use of electricity: 

(a) for all such purposes as deco- 
rative or ornamental and flood light- 
ing, sign lighting, window and show 
case lighting, comfort air condition- 
ing, car heating, and interior lighting 
in excess of minimum requirements; 

(b) for industrial use except for an 
aggregate of twenty-four hours (or 
such other aggregate number of hours 
as may be directed by the Commission 
from time to time) during the period 
Monday to Friday inclusive ; 

(c) for commercial use except for 
the 4-hour period between 2 p.m. and 
6 p. M. of Monday through Saturday, 
inclusive (or such other hours as may 
be directed by the Commission from 
time to time) ; and 

(d) for similar uses of electricity 
delivered by petitioners to other elec- 
tric utilities ; 
provided that the petitioners, in so 
far as practicable, exempt from such 
curtailment the supply of electricity 
for purposes and establishments im- 
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mediately essential to public health 
and safety and protection of prop 
erty; and provided further the peti- 
tioners, in the event that partial de 
liveries of coal are resumed, extend, 
in so far as in their judgment the cir- 
cumstances warrant, the hours and ex- 
tent of use set out above and notify 
the Commission of such change. 

6. That in order to accomplish the 
curtailment of the use of electricity 
specified in finding 5, the petitioners 
should be authorized and directed by 
this Commission to request their cus- 
tomers including other electric util- 
ities and municipalities through ad- 
vertising or other means to curtail 
the use of electricity as set forth in 
finding 5, and to enforce compliance 
with such request to the extent peti- 
tioners deem practicable, including 
discontinuance of service. 

7. That the authorization and di- 
rection to petitioners for curtailing 
the use of electricity as set forth in 
findings 5 and 6 hereof should be 
granted and that the public conven- 
ience and necessity would thereby be 
served, and that in carrying out said 
authorization and direction petition- 
ers should be released from compliance 
with all conflicting provisions of the 
Illinois Public Utility Act, General 
Orders of this Commission, and the 
schedules, rules, and regulations and 
contracts of the respective petitioners. 

8. That authorization and direc- 
tion for curtailment of use of elec- 
tricity similar to that set forth in find- 
ings 5, 6, and 7 should be given to 
Central Illinois Public Service Com- 
pany, Central Illinois Light Company, 
Central Illinois Electric and Gas Com- 
pany, Illinois Power Company (in its 
northern and central interconnected 
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system and in Jacksonville, Illinois), 
and Produce Terminal Corporation. 

It is therefore ordered by the 
I!inois Commerce Commission that 
Commonwealth Edison Company, 
Public Service Company of Northern 
Illinois, Western United Gas and Elec- 
tric Company, Illinois Northern Util- 
ities Company, Central Illinois Pub- 
lic Service Company, Central Illinois 
Light Company, Central Illinois Elec- 
tric and Gas Company, Illinois Power 
Company (in its northern and cen- 
tral interconnected system and Jack- 
sonville, Illinois), and Produce 
Terminal Corporation (hereinafter 
called the “Utilities” ) be and they are 
hereby authorized and directed during 
the effective period of the coal strike 
which began April 1, 1946, and for 
such further period that may elapse 
until normal deliveries of coal are re- 
sumed to the Utilities, to curtail the 
use of electricity : 

(a) for all such purposes as decora- 
tive or ornamental and flood lighting, 
sign lighting, window and show case 
lighting, comfort air conditioning, car 
heating, and interior lighting in excess 
of minimum requirements ; 

(b) for industrial use except for an 
aggregate of twenty-four hours (or 
such other aggregate number of hours 
as may be directed by the Commission 
from time to time) during the period 
Monday to Friday inclusive; and 


(c) for commercial use except for 
the 4-hour period between 2 p.m. and 
6 p.m. of Monday through Saturday, 
inclusive (or such other hours as 
may be directed by the Commission 
from time to time) ; 
provided that the Utilities shall, in 
so far as practicable, exempt from 
such curtailment the supply of elec- 
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tricity for purposes and establish- 
ments immediately essential to public 
health and safety and protection of 
property, and provided further the 
Utilities shall, in the event that par- 
tial deliveries of coal are resumed, 
extend, in so far as in their judgment 
the circumstances warrant, the hours 
and extent of use set out above and 
notify the Commission of such change. 

It is further ordered by this Com- 
mission that the Utilities are author- 
ized and directed to effectuate such 
curtailments by requesting their cus- 
tomers, including other electric util- 
ities and municipalities, through ad- 
vertising or other means to curtail the 
use of electricity as set forth in the 
foregoing paragraph of this order and 
to enforce compliance with such re- 
quest to the extent the Utilities deem 
practicable, including discontinuance 
of service. 

It is further ordered that Utilities 
adopt such operating measures, not 
inconsistent with the prior provisions 
of this order, as in the judgment of 
the Utilities will conserve fuel. 

It is further ordered that no action 
taken by any of the Utilities pursuant 
to the authorization and direction 
hereinbefore given shall constitute un- 
just discrimination, or a violation of 
any provisions of the Illinois Public 
Utility Act, the general orders of this 
Commission, or the schedules, rules 
and regulations, and contracts of the 
respective Utilities. 

It is further ordered that the Util- 
ities operate to the greatest extent 
practicable all of their generating 
facilities that can produce electricity 
without the consumption of coal. 

It is further ordered that the Util- 
ities make such investigations as may 


63 PUR(NS) 





ILLINOIS COMMERCE COMMISSION 


be necessary to determine nonessential 
users that can be required to discon- 
tinue their electric service without 
undue hardship to the community or 
jeopardizing public health and safety 
and the protection of property, and 
report the same to the Commis- 
sion for Commission actior as soon 
as any such users have been ascer- 
tained. 

It is further ordered that the Com- 
mission retain jurisdiction of the sub- 
ject matter herein under considera- 
tion for the purpose of entering any 
such further order or orders as the 
Commission in its judgment may 
deem meet. 


Exemption List from Restrictive 
Order, May 3, 1946 


The following types of businesses 
and industry are generally exempt 
from the restrictive order (I.C.C. 
#33783) in so far as hours of opera- 
tion are concerned, but not with 
respect to paragraph 8(a) requiring 
shutting off of all decorative, orna- 
mental, flood, sign, window and show 
case lighting, comfort air condition- 
ing, car heating, and all interior light- 
ing in excess of minimum require- 
ments. Where asterisk is shown after 
name special qualifications will be 
found in question and answer sheets. 


1. Commercial 

Apartment Buildings; Apartment 
Hotels;* Bus Statious;* Banks ;* 
Churches ;* Commercial Building 
Services; Cold Storage; Clubs;* 
Drug Stores;* Dentists; Delicates- 
sens; Food Dealers and Jobbers 
(Whise.); Farms and Farming; 
Grain Elevators; Groceries; Hospi- 
tals; Hall Lighting, Residential; 
Hotels ;* Institutions ; Meat Markets; 
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Other Domicilary Units; Optome- 
trists; Physicians and Surgeons; 
Rooming Houses ; Restaurants ;* San- 
itariums; Schools ;* Stock and Grain 
Brokers ;* Trailer Camp; Trucking 
and Expressing; Undertaking Par- 
lors; Warehouses.* 


2. Industrial 

Bakeries ; Cereals and Grains; Coal 
Mines ; Coffee Manufacturers: 
Candy;* Drugs; Dairy Products, 
Processing ; Foods, Canned and Dehy- 
drated; Food Lockers; Food Prod- 
ucts, Other Food By-products; Grist 
Mills; Ice Cream and Ice;* Laun- 
dries; Medicines; Meat and Edible 
Meat Products; Newspapers; Radio 
Stations; Spice Manufacturers; Soy 
Bean Processing;* Soft Drink;* 
Television Stations; Warehouses.* 


3. Governmental Agencies: Railways; 
Utilities 

Exemption by usage for all custom- 
ers in accordance with our interpreta- 
tion of the clause “essential to public 
health and safety and protection of 
property.” 

Residential use for commercial cus- 
tomers; Restaurant service by com- 
mercial customers; Refrigeration 
service for food preservation for all 
customers; Necessary safety lighting; 
Water pumping including fire pumps; 
Central heating systems ; Other build- 
ing services essential for public safety 
such as minimum elevator service; 
Essential services for livestock and 
animal preservation; Ambulance serv- 
ices; Burglar alarm rental service; 
Taxi cab offices and taxi cab garages; 
Armored car service; Detective and 
private police services; Essential 
laboratory work for medical and dental 
classification ; Water heaters. 
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May 3, 1946 
l P.M. 
Memo. 


In industry, rearrangement of load 
to result in equivalent cut electricity 
use can not be permitted. We must 
stand firmly by the 24-hour per week 
rule. 

It has been reaffirmed that dry 
cleaning is mot exempt. It has been re- 
affirmed that manufacturers of food 
containers of any description are not 
exempt, except for glass milk bottles. 

General offices of factories which 
are located away from the factory it- 
self are bound by the commercial reg- 
ulation of 2 to 6 P.M. 

Oil Pumping—Pumping of oil at 
refineries and bulk distributors is re- 
stricted to 24-hour per week except 
for : 

1. Supply to transportation classifi- 
cations 

2. Fire and police departments 

3. Hospitals and institutions 

4. Residential purposes 

Supply for commescial and indus- 
trial purposes not exempted. 

Foundry Association has agreed to 
work three 8-hour shifts. We have 
agreed to permit maintenance work by 
three or four men at night for prop- 
erty protection as long as no produc- 
tion results. 

May 3, 1946 
4P.M. 
Supplement No. 2 
To Exemption List for Restrictive 
Order 

1. Wholesale and retail coal yards 
are restricted to twenty-four hours 
per week except for: 


a. Supply to transportation classifi- 
cation 


135 


b. Fire and police departments 

c. Hospitals and institutions 

d. Residential purposes 

e. For governmental water supply 
and sanitation purposes 

Supply for commercial and indus- 
trial purposes is not exempted. 

2. Casket manufacturers are not 
exempted. 

3. Insert asterisk after ice cream 
and ice manufacturers on list of ex- 
emptions dated May 3rd. 

4. Change the word “Maximum” 
in next to last sentence of heading of 
“Exemption List from Restrictive 
Order” dated May 3rd, to read 


“Minimum”. 
5. State street merchants will go 
on 2-6 schedule Saturday, May 4th. 
6. Movie theaters are complying as 
of 6 p.m. May 3, 1946. Legitimate 
theaters are expected to comply. 
May 4, 1946 


8 A. M. 
Supplement No. 3 
To Exemption List for Restrictive 
Order 

1. Hours for office buildings have 
not been changed. Elevator service, 
however, will be permitted to take 
care of the traffic requirements of the 
building as needed. 

2. Ice cream manufacturers are 
essential food manufacturers, and are 
exempt from industrial hours. (Re- 
vises question 55.) 

3. Printer of railway tariffs is not 
exempt. 

4. Annealing and heat treating fur- 
naces which cannot be cooled without 
damage to equipment may be operated 
without production during nonwork- 
ing hours for property protection. 

5. Suppliers of materials such as 
etchings, ink, mats, type, etc., used in 
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all forms of printing, including news- 
papers and periodicals are not exempt 
from industrial restrictions. 

6. If a customer has been habitual- 
ly burning a night light he can con- 
tinue to burn such light not to exceed 
60 watts. Signs are not considered a 
night light. A night light is one used 
after closing hours for protection. 

7. Ornamental and white way light- 
ing must be curtailed within the lim- 
its of public safety. 

8. Floor sanding service is restrict- 
ed to commercial hours. 


May 4, 1946 
2 P.M. 
Supplement No. 4 


To Exemption List for Restrictive 
Order 


1. Use of electricity by gasoline fill- 
ing stations is to be limited to com- 
mercial hours from 2 to 6 p.m. Mon- 


day through Saturday, except that 
pumps and the meter light directly on 
the pump only may be operated for 
service to trucks only. 

2. Use of electricity for the print- 
ing of magazines, such as Time, Life, 
trade publications is mot exempt. 
Printers and all concerns furnishing 
necessary accessory material must ob- 
serve the restricted hours in use of 
electricity. Newspapers are exempt, 
but their suppliers are not. 

3. Cleaners and dyer plants are 
commercial and not industrial, there- 
fore the hours are 2 to 6 P.M. Mon- 
day through Saturday, inclusive. 

4. Stores having postal substations 
may operate the substation during the 
period required by the U. S. Post Of- 
fice, with minimum requirements for 
the substation only. The rest of the 
store will observe the standard restric- 
tions. 
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Re Commonwealth Edison Company 


et al. 


33783 
May 8, 10, 1946 


F URTHER proceedings on application of electric utilities for au- 

thority and direction to curtail or discontinue service during 

emergency resulting from coal strike ; supplemental orders issued. 
See also ante, p. 129. 


Discrimination, § 10 — Functions of Commission — Delegation to utilities — 
Service curtailment during coal strike. 

The Commission cannot delegate its duty to insure that public utilities do 

not discriminate among their customers to the public utilities themselves, 

nor can the Commission permit the utilities to decide for the commercial 
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and industrial establishments of the state questions of the import presented 
by an emergency, resulting from a nation-wide coal strike, threatening the 
ability of electric utilities to continue service and requiring a curtailment 
of such service, but the Commission should supervise plans for necessary 


curtailment. 


Service, § 320 — Electricity — Curtailment during coal strike.. 
Form provided by Illinois Commission for submission of proposed plan of 
operation by customer in connection with orders authorizing curtailment 
of electric service during coal strike emergency, p. 139. 


By the Commission: 


First Supplemental Order 


Commonwealth Edison Company, 
Public Service Company of Northern 
Illinois, Western United Gas and Elec- 
tric Company, Illinois Northern Utili- 
ties Company, Central Illinois Public 
Service Company, Central Illinois 
Light Company, Central Illinois Elec- 
tric and Gas Company, Illinois Power 
Company, and Produce Terminal Cor- 
poration (hereinafter sometimes called 
the “Utilities” made an oral motion 
before the Commission on May 8, 
1946, that the original order entered 
in the above-entitled cause on May 1, 
1946, ante, p. 129, be supplemented. 
At the said hearing representatives 
of the various utilities involved report- 
ed to the Commission as to the sav- 
ings in coal through the operation of 
said original order and the situation 
as it now exists. In particular, it 
would appear from the representations 
made to the Commission that the situ- 
ation has not deteriorated from that 
originally presented to the Commis- 
sion, but, on the other hand, the 
emergency is still in existence and 
still requires drastic methods to meet 
it. 

The representatives of the said 
Utilities further reported their experi- 
ence in administering and enforcing 
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the provisons for curtailment specified 
in said original order and reported 
that the said experience leads the man- 
agement of the respective Utilities to 
believe that said provisions could be 
supplemented in a manner that would 
permit more efficient use of electricity 
and conform more closely to matters 
of public welfare and at the same time 
increase and accelerate curtailment. 
Then the representative of the Com- 
monwealth Edison group of companies 
presented a plan for the said supple- 
ment to the original provisions. The 
said plan would permit any customer 
using electricity for industrial purpos- 
es to do so for a different number of 
hours per calendar week than those 
specified in the original order under 
certain conditions, prdvided the utili- 
ty serving such customer (1) found 
that the method of operation would 
not require a greater aggregate use 
of electricity measured in kilowatt 
hours in any calendar week than 10 
per cent of the kilowatt hours fur- 
nished to such customer during the 
April, 1946, billing period and (2) 
specified that such method of opera- 
tion would not impair the ability of 
the utility to administer and enforce 
general compliance with said original 
order on the part of those users then 
subject to the requirements for cur- 
tailment therein specified. The said 
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plan would also permit any class of 
customers using electricity for com- 
mercial purposes to do so during dif- 
ferent but no more hours per calendar 
week than is specified in the original 
order under certain conditions, pro- 
vided the utility serving the said class 
of customers (1) found that the hours 
of operation proposed would not re- 
quire a greater aggregate use of elec- 
tricity than that permitted by said 
original order and (2) specified that 
such hours of operation would not im- 
pair the ability of the public utility 
to administer and enforce general com- 
pliance with said original order on 
the part of those users then subject 
to the requirements for curtailment 
therein specified. 


The Commission cannot delegate its 
duty to insure that public utilities 
do not discriminate among their cus- 
tomers to the public utilities them- 
selves, nor can the Commission per- 
mit the utilities to decide for the 
commercial and industrial establish- 
ments of the state, questions of the 
import presented by the existing emer- 
gency. 

The Commission was fully aware of 
the drastic nature of the original order 
as it was entered on May 1, 1946, and 
entered the said order with apprehen- 
sion, only on the representations of 
the Utilities that the emergency was 
such as to require the drastic meas- 
ures proposed. The Commission was 
fully aware of the fact that the hours 
chosen and the limits imposed were 
such as to be completely undesirable 
for certain customers although much 
less harsh on other customers and that 
impact of the order would be uneven 
as among the various business enter- 
prises affected. However, based on 
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the representations of the Utilities, 
the Commission felt it had no other 
course than to adopt the harsh and 
inelastic provisions presented as the 
only solution to the emergency. 

The Commission based on this hear- 
ing with respect to supplementing the 
original order desires to permit such 
changes as can be made for the bene- 
fit of the public generally and even of 
individual enterprises, provided that 
such changes would neither impair 
the curtailment of use of electricity 
that would result from the order as 
originally entered nor impair the abil- 
ity of the utilities to administer and 
enforce general compliance with the 
orders as supplemented. 

The Commission, having consid- 
ered the motion of the utilities and 
the comments made and being fully 
advised in the premises, is of the opin- 
ion and finds; that the Commission 
has jurisdiction over the Utilities and 
of the subject matter thereof and that 
supplementing the provisions of the 
said order as hereinafter ordered, will 
be in the public’s interest and that the 
motion of the utilities as herein modi- 
fied but not otherwise should be grant- 
ed. 

It is therefore ordered by the Illi- 
nois Commerce Commission that any 
customer using electricity for indus- 
trial purposes may file a plan of opera- 
tion under proceedings as follows: 

(a) that the said customer shall 
file his plan in duplicate with the Com- 
mission in writing and a copy thereof 
with the utility serving the said cus- 
tomer ; 

(b) that the said plan shall set 
forth in reasonable detail the condi- 
tions under which the said customer 
normally operates and the conditions 
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ander which the said customer pro- 
poses to operate and the aggregate 
use of electricity measured in kilowatt 
hours that would be consumed under 
each method of operation ; 

(c) that the Commission, or a rep- 
resentative thereof, shall notify by tele- 
phone or otherwise the attorney of the 
utility involved of the receipt of the 
said plan ; 

(d) that within twenty-four hours 
after receipt of such notice the utility 
shall report to the Commission the re- 
sults of its investigation of the said 
plan in writing, a copy thereof to be 
furnished the customer (unless the 
utility notifies the customer that it 
chooses to make its report verbally, 
in which case the customer shall be 
present at the time the report is 
made); the said report to present to 
the Commission all information 
deemed by the utility to be pertinent 


to the feasibility of the plan and cov- 
ering in particular the amount of use 
by the customer under normal condi- 
tions, as measured by the past sales of 
the utility to such customer, the esti- 
mate of the utility of the use to be 
made under the original order and 


under the proposed plan and also such 
facts as to the ability of the utility to 
administer and enforce compliance as 
shall be pertinent ; 

(e) the Commission shall then 
either approve or deny the plan as pro- 
posed, or approve an amended plan, 
provided that no greater use of elec- 
tricity shall be permitted any such 
customer than the amount permitted 
under the terms of the original order. 

It is further ordered that any group 
of commercial customers, having sim- 
ilar characteristics because of location, 
type of use or type of business, and 
using electricity for commercial pur- 
poses, may file a plan of operation un- 
der proceedings identical with those 
set forth in subparagraphs (a) to 
(e) in the preceding ordering para- 
graph with respect to industrial cus- 
tomers. 

It is further ordered that plans may 
be filed with the Commission at its 
office either in Springfield or Chicago. 

It is further ordered that, except 
as herein expressly provided, the said 
order of May 1, 1946, in this cause 
entered shall remain in full force and 
effect. 


PROPOSED PLAN. OF OPERATION 
. Submitted pursuant to Supplemental Order entered in Case 33783 on May 8, 1946 


Changes Proposed 
(State proposed plan and hours) 


Normal hours and conditions of operation, 


Kilowatt hours consumed per week, normally 
(approximately) 


Kilowatt hours consumed per week, approxi- 
mately, under original plan as provided by 
order in Case 33783 

Remarks : 


Application No. S- 


Hours and conditions of operation under pro- 


posed plan 


Kilowatt hours consumed per week, under 


proposed plan, approximately 
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a aa furnished by Utility Company: 
Weekly usage under: Normal 


Proposed plan 
Other data or statement: 


Signature of Applicant: 
Recommendation of Examiner: 


Second Supplemental Order 
(May 10, 1946) 


In view of the action taken today 
respecting temporary resumption of 
the mining of coal; 

It is therefore ordered by the Illi- 
nois Commerce Commission that the 
provisions in the order entered on 
May 1, 1946, ante, p. 129, and in the 
first supplemental order entered on 
May 8, 1946, ante, p. 136, in the 
above-entitled cause curtailing the use 
of electricity for industrial purposes 
and for commercial purposes be, and 
they are hereby, suspended until fur- 
ther order of this Commission, but 
such suspension does not apply to or 
affect the provisions prohibiting the 


(If given verbally state person giving informa- 


conditions 
Order in Case 33783 


use of electricity for all such purposes 
as decorative or ornamental and flood 
lighting, sign lighting, window and 
show case lighting, comfort air condi- 
tioning, car heating, and interior light- 
ing in excess of minimum require- 
ments. 

It is further ordered that except as 
herein expressly provided the said or- 
der entered on May 1, 1946, and first 
supplemental order entered on May 8, 
1946, shall remain in full force and 
effect. 

It is further ordered that the Utili- 
ties which are parties to the above-en- 
titled cause be, and they are hereby, 
authorized and directed to observe 
and comply with the provisions here- 
of. 





CALIFORNIA RAILROAD COMMISSION 


Re Competitive Bidding Rule for Public 
Utility Securities 


Decision No. 38614, Case No. 4761 
January 15, 1946 


NVESTIGATION of propriety of competitive biddimg rule for 
I public utility securities; rule adopted. 


Security issues, § 105 — Sale price. 


1. It is in the public interest that utilities sell their securities at the highest 


price obtainable, p. 146 
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Security tissues, § 29 — Power of Commission — Requirement of competitive bid- 
ding. 
2. A statute authorizing the Commission to grant or deny authority to issue 
securities and to attach conditions to the exercise of its permission author- 
izes the Commission to direct utilities to invite publicly, written sealed bids 
for the purchase of their securities, p. 147. 


Security issues, § 112 — Competitive bidding. 


3. The Commission should exercise its authority to fix the price at which a 
utility may sell its securities only upon having before it competent evidence, 
and bids for the securities are a form of evidence helpful in determining 
the price at which the securities should be sold; bids are evidence of the 
market value of the securities, p. 147. 


Security issues, § 112 — Competitive bidding rule — Exemption — Small issues. 


4. A rule requiring utilities to invite publicly, written sealed bids for the 
purchase of their securities should not apply to an issue of securities the 
total proceeds of which do not exceed $1,000,000, in view of the practice 
of the Securities and Exchange Commission regarding an invitation for 
bids as a public offering for sale of securities under the Securities Act of 
1933 and its rule that such invitation may not be announced until a regis- 
tration has been filed with that Commission and by it declared in effect, 
p. 148. 


Security issues, § 112 — Competitive bidding rule — Exemptions — Exchange of 
securities. 


5. A rule requiring utilities to invite publicly, written sealed bids for the 
purchase of their securities should not apply to any security exchanged by 
the issuing utility with its existing security holders exclusively, where no 
commission is paid for soliciting such exchange, or to any security offered 
to existing security holders pursuant to any preémptive right or privilege, 
p. 148. 


Security issues, § 112 — Competitive bidding rule — Exemptions — Securities in 
reorganization. 


6. A rule requiring utilities to invite publicly, written sealed bids for the 
purchase of their securities should not apply to securities issued in exchange 
for outstanding securities in connection with any bona fide reorganization 
or financial adjustment pursuant to a decree of a court of competent juris- 
diction, p. 148. 


Security issues, § 112 — Competitive bidding rule — Exemptions — Conditional 
sales contracts. 
7. A rule requiring utilities to invite publicly, written sealed bids for the 
purchase of their securities should not apply to the conventional conditional 
sales contracts if they are payable within five years after date, p. 148. 


Security issues, § 112 — Competitive bidding rule — Exemptions — Short-term 
notes. 
8. A rule requiring utilities to invite publicly, written sealed bids for the 
purchase of their securities should not apply to notes payable in not. more 
than five years after date, provided no fee or remuneration is paid for 
negotiating the loan, p. 148. 
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Security issues, § 112 — Competitive bidding rule — Exemption by Commission. 
9. The Commission may, after due showing, exempt any security from its 


competitive bidding rule, p. 149. 


Security issues, § 112 — Competitive bidding rule — Procedure. 
10. Bids for securities under a competitive bidding rule should be opened 
only at such time and place as is specified in the invitation; a duly author- 
ized representative of any person submitting a bid should be permitted to 
be present at the opening of the bids and examine each bid submitted ; and 
the utility, when inviting bids, should reserve the right to reject all bids 
and call for new bids or seek such other relief as may be warranted, p. 149, 


(Rowe.tz, Commissioner, dissents.) 


APPEARANCES: Edward C. Ren- 
wick, for Interstate Transit Lines; 
E. J. Foulds, for Southern Pacific 
Company and affiliated companies; 
Reginald L. Vaughn, for Vallejo Elec- 
tric Light and Power Company; G. C. 
Larkin, for Southern California Edi- 
son Company, Ltd.; James S. Moore, 
Jr., for The California-Oregon Pow- 
er Company; Charles F. Mason and 
Harry L. Dunn, for Associated Tele- 
phone Company, Ltd.; Hugh Gordon, 
for Pacific Freight Lines and Pacific 
Freight Lines Express; D. L. King, 
for California Electric Power Com- 
pany and Interstate Telegraph Com- 
pany; Ralph Elsman, for San Jose 
Water Works and California Water 
Service Company; J. Maatta, for Pa- 
cific Greyhound Lines; Chickering & 
Gregory, by Allen Chickering, for San 
Diego Gas and Electric Company; 
William B. Bosley, Robert H. Gerdes, 
and R. W. DuVal, for Pacific Gas 
and Electric Company; Arthur T. 
George, for The Pacific Telephone and 
Telegraph Company and Southern 
California Telephone Company; Ger- 
ald C. Kepple and James S. Campbell, 
for Consolidated Telephone Company 
H. G. Hayes, for Coast Counties Gas 
and Electric Company; John L. 
Lilienthal, for California Water and 
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Telephone Company; L. A. Bailey 
and Reginald L. Vaughn, for Cali- * 
fornia Warehousemen’s Association 
and Pacific States Cold Storage Ware- 
housemen’s Association; Gibson, 
Dunn & Crutcher, by Max Eddy Utt, 
for Los Angeles Transit Lines; Paul 
Overton, for San Gabriel Valley Wa- 
ter Service; Leroy M. Edwards, for 
Southern California Gas Company 
and Southern Counties Gas Company 
of California; Herman Phleger and 
B. J. Feigenbaum, for Investment 
Bankers Association of America, Cal- 
ifornia Group; Robert W. Cross, for 
Pacific Mutual Life Insurance Com- 
pany; Frank W. Walker, Financial 
Vice President, for Stanford Uni- 
versity; Benjamin C. Corlett, Super- 
intendent of Banks for the state of 
California; Edward M. Daugherty, 
Commissioner of Corporations for the 
state of California; G. M. Cuthbert- 
son for Securities and Exchange Com- 
mission; John Francis Neylan, for 
Halsey, Stuart & Co., Inc, 


By the Commission: Hearings 
were had in this proceeding on June 
27th, August 15th, 17th, 18th, and 
22nd, and September 6th and 17th. 
The parties were given an opportunity 
to file opening concurrent briefs on or 
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before October 17th, and reply briefs 
on or before October 31st. Some of 
them have filed briefs and the matter 
is now ready for decision. 

At the initial hearing, which was be- 
fore Commissioners Anderson, Crae- 
mer, Sachse, and Rowell, utility repre- 
sentatives and others made general 
statements for and against a competi- 
tive bidding rule. The statements 
were not made under oath and those 
making them were not subject to 
cross-examination. The Commission 
at the opening of the hearing suggest- 
ed that the statements be general, and 
that testimony and evidence be pre- 
sented at subsequent hearings to be 
held by examiner Fankhauser. He 
conducted the hearings on the days 
above mentioned subsequent to June 
27th. 

During the hearings conducted by 
Examiner Fankhauser, representa- 


tive of nine utilities’ submitted evi- 
dence against a compulsory competi- 
tive bidding rule, while Halsey, Stuart 
& Co., Inc., submitted evidence in 


support of such a rule. The Invest- 
ment Bankers Association of America, 
California Group, who indicated in an 
earlier proceeding before the Commis- 
sion that it desired an opportunity to 
present its views, called no witness. 
Its counsel did file an opening and re- 
ply brief. The other parties who en- 
tered an appearance at the initial hear- 
ing offered no evidence. 

This case presents but one issue, to 
wit, should the Commission require 
certain utilities to invite publicly, writ- 
ten sealed bids for the purchase of their 
securities. The term “securities” as 


used herein, unless otherwise specifi- 
cally stated, covers stocks and stock 
certificates or other evidence of inter- 
est or ownership, and bonds, notes 
and other evidences and indebtedness. 

The record shows that the sale of 
public utility securities under competi- 
tive bidding is no longer in an ex- 
perimental stage. In 1926 the Inter- 
state Commerce Commission an- 
nounced that railroads as a condition 
precedent to the sale of equipment 
trust obligations should invite tenders 
therefor. By its Decision of May 8, 
1944, effective July 1, 1944, in Ex 
Parte 158, that Commission found 
that for the proper administration, ex- 
ecution and enforcement of § 20-a of 
the Interstate Commerce Act it should 
require as a condition to the approval 
of the sale of railroad bonds that they 
be offered for sale at competitive bid- 
ding. 

On April 7, 1941, the Securities and 
Exchange Commission proceeding un- 
der the authority conferred upon it 
by the Holding Company Act of 1935, 
adopted its Rule U-50, effective May 
7, 1941. Under this rule holding 
companies and their subsidiaries as 
defined in said act are required to in- 
vite publicly, sealed written proposals 
for the purchase of the securities which 
are not specifically exempt by the rule. 

On May 23, 1939, the Federal Pow- 
er Commission modified its rules of 
practice and regulations and requires 
an applicant seeking permission to 
issue securities to make a showing that 
it has in an adequate manner publicly 
called for and has made diligent effort 
to obtain competitive bids for its se- 





1 Pacific Gas and Electric Company, San 
Diego Gas and Electric Company, The Cali- 
fornia-Oregon Power Company, Southern 
California Edison Company Ltd., California 
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Electric Power Company, Southern California 
Gas Company, Southern Counties Gas Com- 
pany of California, San Gabriel Valley Water 
Service, Los Angeles Transit Lines. 
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curities. The New York Public Serv- 
ice Commission and the Railroad 
Commission of California have recent- 
ly in specific instances required utili- 
ties to invite bids for the purchase of 
securities. 


Public Utilities 


Negotiated 
Sales 


$330,575,000 
31,000,000 
16,000,000 
300,450,000 
56,984,000 

The principal reasons advanced by 
the utilities against a compulsory com- 
petitive bidding rule may be summar- 
ized as follows: 

(a) A competitive bidding rule de- 
prives the utilities of bankers’ advice. 

(b) Competitive bidding does not 
result in the best price. 

(c) A competitive bidding rule is 
an unnecessary interference with the 
management of utilities. 

The utilities also question the Com- 
mission’s authority to enter an order 
prescribing a compulsory competitive 
bidding rule. 


(a) Bankers’ Advice 

Some of the utilities submitted evi- 
dence showing that investment bank- 
ers to whom they sold their securities 
under negotiated sales advised them 
on interest rates, redemption prices, 
sinking-fund provisions, maturity 
dates, and on other matters. They 
reviewed the trust indentures secur- 
ing the payment of bonds and ren- 
dered assistance in the preparation 
and filing of registration statements. 
They advised them as to the time when 
an offering might be made to avoid 
competition with other offerings and 
to take advantage of favorable market 
conditions. One witness testified that 
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The following table shows the vol 
ume of debt securities sold by publid 
utilities and by railroads through ne 
gotiated sales and under competitive 
bidding from 1941 to August | 
1945: : 

Railroads 
Negotiated 
Sales 


$36,418,000 
,000 


Competitive 
Sales 
$162,527,000 
205,500,000 5,995 
320,800,000 
675,343,000 
624,656,000 
the smaller utilities are not financially 
able to keep a professional security 
expert on their payrolls and therefore 
must of necessity depend on advice 
from investment bankers. For serv- 
ices thus rendered, the bankers’ com- 
pensation is in the spread, that is, the 
difference between what the utility re- 
ceives for its securities and the price 
at which the securities are offered to 
the public. They fear that under a 
compulsory competitive bidding rule 
they would not have the advice of the 
bankers in the particulars mentioned. 


(b) Best Price 

The evidence does not specifically 
define the term “best price.” It points 
to a price at which securities can be 
sold to the public less compensation 
to the investment banker. It appears 
to be a price slightly below rather than 
above the current market value for 
comparable securities. Most of the 
utilities prefer to have their security 
issues sold quickly and, as one witness 
put it, not be “hanging around for a 
long time.” They feel it adds to the 
prestige of the issuer if its securities 
can be promptly sold by the under- 
writer. The record on this point, 
however, is not unanimous. One 
utility witness looks upon the under- 


28,483,000 
4,500,000 
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writer as a prime contractor on his. 


own and if the market went bad it 
would be his misfortune. On the oth- 
er hand, if the market went up it would 
be his good luck. He testified that 
none of his company’s issues went 
“out the window” and expressed the 
hope that so long as he sold the com- 
pany’s securities no issue ever “goes 
out the window.” Another witness 
testified that the utilities have no way 
of knowing what prompts a sealed bid. 
The bid may be based on a desire to 
get some business away from some- 
one else, or it may be actuated by a 
desire to show somebody up, or it may 
be submitted by someone hungry for 
business or prestige or it may be based 
on honest judgment of the market 
prices for securities. A price not pred- 
icated on current market price is 
viewed with suspicion and as not be- 
ing in the best interest of the issuer. 
The evidence shows that neither a 
negotiated nor competitive bidding 
sale is any assurance that the investors 
will buy a security at its initial offer- 
ing price. 


(c) Interference with Management 


The utilities, according to their evi- 
dence, should be permitted to sell their 
securities in the manner deemed by 
their management to be most advanta- 
geous to them. The evidence indicates 
that they have exercised some influ- 
ence over the principal underwriter 
as to who should be included in the 
underwriting group. They secm to be 
fearful that a competitive bidding rule 
might force upon them a syndicate 
containing some undesirable members. 
The evidence shows a marked differ- 
ence of procedure followed by the utili- 
ties in the sale of their securities. One 


[10] 
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utility determines the price at which 
it will sell its securities and. then pro- 
ceeds to find an underwriter who will 
pay that price. However, to date, the 
underwriter first contacted has always 
paid the price wanted by the utility. 
Other utilities select the underwriter 
and fix the price by negotiation with 
him. The fixing of the price is the 
final step in their negotiations. If 
they cannot arrive at a satisfactory 
price, they feel that they are free to 
consult another underwriter. The 
record does not show that they have 
ever conducted negotiations with a 
second underwriter. In either pro- 
cedure, the choice of the underwriter 
is with the utility management. This 
choice, they state, is lost through com- 
petitive bidding, and under that pro- 
cedure the investment banker makes 
the decision: through his bid, which 
may be influenced by reasons other 
than the market price of the securities. 

The utilities feel that a competitive 
bidding rule places upon the manage- 
ment an unnecessary regulation and 
that they should have the freedom to 
resort to competitive bidding when, 
in their judgment, it is desirable. 
They admit that in specific instances 
the Commission might be warranted 
in directing a utility to sell its securi- 
ties by competitive bidding. 


Evidence in Favor of Competitive 

Bidding 
The adoption of a compulsory com- 
petitive bidding rule is advocated by 
Halsey, Stuart & Co., Inc., who sub- 
mitted evidence in support of such a 
rule. The evidence is to the effect 
that a competitive bidding rule is in 
the public interest in that it results in 
a lower cost of money; that in a de- 
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clining market a utility has a better | 


chance to sell its bonds under a com- 
petitive bidding rule in that it would 
have the whole field to draw from, 
whereas under the present system it is 
limited to one banker ; that competitive 
bidding itself will not result in too 
high a price; that the compensation of 
the bankers changes under different 
market conditions; that there is no 
better yardstick to test the adequacy 
of the price for securities to the issuer 
than competition among the banker- 
buyers; that competitive bidding has 
increased dealers’ interest in the sale 
of securities; that intensive and ex- 
tensive investigations are made of an 
issue before bids are submitted; that 
the bids submitted are the result of 
price meetings by members of the un- 
derwriting syndicate ; that the bankers’ 
compensation has been lower in cases 
where securities were sold under 
competitive bidding than in cases of 
negotiated sales; that the investment 
bankers can perform the function they 
now perform in the distribution of se- 
curities and receive a fair profit for 
their services, and that the utilities 
would receive a fair price for their se- 
curities under the proposed competi- 
tive bidding rule in evidence in this 
proceeding. 


Conclusions 

There is in evidence the statement 
of the Securities and Exchange Com- 
mission made at the time it announced 
its Rule U-50 requiring holding com- 
panies and their subsidiaries to sell 
certain securities under competitive 
bidding. There is also in evidence the 
Interstate Commerce Commission’s 
decision in Ex Parte 158 requiring 
railroads to sell certain of their securi- 
ties by competitive bidding. Parts 22, 
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23 and 24 of the 1939-1940 hearings 
before the Temporary National Eco- 
nomic Committee covering testimony 
submitted by investment bankers are 
in evidence. The decisions of the Se- 
curities and Exchange Commission 
and of the Interstate Commerce Com- 
mission show that those Commissions 
had before them evidence in support 
of and against a competitive bidding 
rule similar to the evidence presented 
by the opponents and proponents of 
competitive bidding in this case. The 
Securities and Exchange Commis- 
sion’s competitive bidding rule has 
been in effect since May 6, 1941, and 
that of the Interstate Commerce Com- 
mission since June 30, 1944. Both 
are in effect now. It is argued that the 
conditions which justified those Com- 
missions to adopt competitive bidding 
rules do not exist in California. 

The record in this case shows that 
some utilities depend for advice and 
guidance on the investment banker to 
whom they intend to sell their securi- 
ties. Obviously, the banker is an ad- 
versary party. It is doubtful whether 
the utilities should depend upon him 
for advice. In several instances mem- 
bers of investment banking firms were 
on the board of directors of the utili- 
ties whose securities they purchased. 
The record lacks convincing evidence 
that the utilities shopped around to 
sell their securities. A competitive 
bidding rule may relieve the utilities 
from what seems an implied right that 
bankers have to purchase the securi- 
ties of certain utilities. 

[1] Much is said in this record 
about the price at which securities 
were sold. The price of securities is 
not static. It changes from day to 
day and varies with the vicissitudes of 
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the business. No underwriter guar- 
antees that the price at which he offers 
securities will not decline. The testi- 
mony shows that neither a negotiated 
sale nor a competitive bidding sale 
carries with it an assurance that the 
price will not rise above or drop be- 
low the offering price. That the price 
is affected by the terms of the securi- 
ties, as well as by the standing of the 
issuer, is self-evident. It is in the 
public interest that utilities sell their 
securities at the highest price obtain- 
able. We believe this can be achieved 
more readily when more than one in- 
vestment banker is offered an oppor- 
tunity to acquire their securities. 
[2,3] During the course of the 


hearing the Commission’s authority to 
enter an order directing the utilities to 
invite publicly, written sealed bids for 
the purchase of their securities was 
questioned. 


Section 52(a) of the 
Public Utilities Act reads as follows: 


“The power of public utilities to is- 
sue stocks and stock certificates or 
other evidence of interest or owner- 
ship, and bonds, notes, and other evi- 
dences of indebtedness and to create 
liens on their property situated within 
this state is a special privilege, the 
right of supervision, regulation, re- 
striction and control of which is and 
shall continue to be vested in the state, 
and such power shall be exercised as 
provided by law and under such rules 
and regulations as the Commission 
may prescribe.” 

Section 52(b) provides that the 
Commission may by its order grant 
permission for the issue of such 
stocks or stock certificates or other 
evidence of interest or ownership, or 
bonds, notes or other evidences of in- 
debtedness in the amount applied for 
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or in a lesser amount or not at all, and 
may attach to the exercise of its per- 
mission such condition or conditions 
as it may deem reasonable and neces- 
sary. A rule requiring competitive 
bidding would constitute merely a con- 
dition attached to a grant of authority 
to issue securities. 

Sections 52(a) and (b) of the Pub- 
lic Utilities Act have been in effect 
since March 23, 1912. In passing 
upon applications for permission to is- 
sue securities, the Commission’s rec- 
ords show that it has granted some 
applications, granted some condition- 
ally, and denied and dismissed some 
applications. The power to grant or 
deny implies the power to grant with 
qualification or condition. No utili- 
ty has appealed to the courts for re- 
lief from any Commission decision 
passing on a security application. 

One utility takes the position that 
the directors of California utilities 
have the power and authority to de- 
termine the manner and mode of their 
financing, subject to the jurisdiction 
of this Commission under § 52 of the 
Public Utilities Act. It alleges that 
the Commission is given supervisory 
power over utilities to protect the pub- 
lic interest, and that in the absence 
of a positive showing that the course 
of action proposed by the utility is 
detrimental to the public interest, the 
Commission should refrain from in- 
terfering with managerial judgment. 
This argument overlooks the plain 
and unambiguous intent of the stat- 
ute, which was designed to protect the 
interest of the public. 

While the Commission has positive 
authority to fix the price at which a 
utility may sell its securities, it should 
obviously do so only upon having be- 
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fore it competent evidence. The bids 
are a form of evidence helpful in de- 
termining the price at which the se- 
curities should be sold. In asking for 
bids a utility should reserve the right 
to reject any and all bids. It is for 
its management to decide what bid it 
will accept, and present to the Com- 
mission for its approval. Neither the 
utility nor the Commission is, under 
a compulsory competitive bidding rule 
such as is herein proposed, yielding 
any of its jurisdiction. 

The Investment Bankers Associa- 
tion of America, California Group, in 
its brief states that it does not oppose 
the sale of securities by competitive 
bids where the issuer or any regula- 
tory body at the time deems such 
sale advisable and in the interest of 
the issuer, the investor and the public. 
It thus concedes that the Commission 


has the power to order competitive 


bids. It does not, however, concede 
that such power is broad enough to 
cover a compulsory competitive bid- 
ding rule. 

There is judicial authority for the 
proposition that the sale of securities 
by utilities is no longer a matter that 
rests exclusively with the management 
of the utilities.* It is well established 
that the Commission has the power to 
fix rates to protect the users of utility 
services and the utility itself. The 
regulation of security issues is an es- 
sential step in maintaining a just re- 
lation between the utility and its con- 
sumers. In fixing a fair return, the 
Commission takes cognizance of out- 
standing securities and the burden, in 
the way of interest and dividends, that 


* Pittsburgh & W. V. R. Co. v. Interstate 
erce Commission (1923) 54 App DC 
34, 293 F 1001. 


63 PUR(NS) 





they impose upon a utility. The price 
at which securities are sold enters into 
that determination. No one ques- 
tioned the Commission’s authority to 
fix the price at which utilities may sell 
their securities. As said, bids are evi- 
dence of the market value of the se- 
curities. In our opinion, § 52 of the 
Public Utilities Act authorizes us to 
require utilities to invite publicly, 
written sealed bids for the purchase 
of their securities. 

[4-8] There remains the question 
as to what securities should be covered 
by the Commission’s competitive bid- 
ding rule. The Commission is ad- 
vised that the Securities and Exchange 
Commission regards an invitation for 
bids as a public offering for sale of se- 
curities under the Securities Act of 
1933, and that such invitation may not 
be announced until a_ registration 
statement has been filed with that 
Commission and by it declared in ef- 
fect. Because of this situation, we be- 
lieve that this Commission’s rule 
should at the outset not apply to an 
issue of securities, the total proceeds 
of which do not exceed $1,000,000. 
Further, the rule should not apply to 
any security exchanged by the issuing 
utility with its existing security hold- 
ers exclusively, where no commission 
is paid for soliciting such exchange, or 
to any security offered to existing se- 
curity holders pursuant to any pre- 
émptive right or privilege. Further, 
it should not apply to any securities 
issued in exchange for outstanding 
securities in connection with any bona 
fide reorganization or financial ad- 
justment pursuant to a decree of a 
court of competent jurisdiction. Nei- 
ther should it apply to the conven- 
tional conditional sales contracts, if 
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hey are payable within five years after 

te, nor to notes payable in not 
wre than five years after date 
ovided no fee or remuneration is 
sid for negotiating the loan. 

[9] Upon the filing of an appro- 
yiate application and after a hearing 
lad thereon, the Commission may ex- 
mpt, after due showing, any security 
fom its competitive bidding rule. 

[10] Bids should be opened only 
it such time and place as is specified 
n the invitation. A duly authorized 
representative of any person submit- 
ling a bid should be permitted to be 
present at the opening of the bids and 
xamine each bid submitted. The 
utility, when inviting bids, should re- 
serve the right to reject all bids and 
all for new bids or seek such other 
tlief as may be warranted. 


ORDER 


The Commission having considered 
the evidence and argument submit- 
ted in this case, finds that an order re- 
quiring public utilities to invite pub- 
licly, written sealed bids for the pur- 
chase of their securities coming within 
this order is in the public interest, 
therefore, 

It is hereby ordered that public utili- 
ties, whose security issues come within 
§ 52 of the Public-Utilities Act, shall 
invite publicly, written sealed bids for 
the purchase of their securities, except 
the following: 


(1) The issuance of any security - 


by a public utility in exchange for out- 
standing securities where no commis- 
sion or other remuneration is paid or 
given directly or indirectly for solicit- 
ing such exchange. 

(2) The issuance of any security 
offered pro rata to existing security 


holders pursuant to any preémptive 
right or privilege. 

(3) Any security issued by a public 
utility in exchange for an outstanding 
security in connection with a reorgan- 
ization or financial adjustment pur- 
suant to the decree of a court of com- 
petent jurisdiction. 

(4) Any note or conditional sale 
contract issued by a public utility and 
payable within five years after date 
provided no fee or remuneration is to 
be paid for negotiating the loan rep- 
resented by said note or conditional 
sale contract. 

(5) Any security issued and sold 
where the total consideration received 
by the issuing public utility is $1,000,- 
000 or less. 

(6) Any security as to which the 
Commission shall find, upon due show- 
ing by a public utility that the sale 
thereof at competitive bidding should 
not be required. 

It is hereby further ordered that 
each public utility shall by newspaper 
publication invite the submission, at a 
stated date, hour, and place, of sealed, 
written bids for the purchase of the 
specified security. Such invitation 
shall be given not less than ten days, 
unless a shorter time is authorized by 
the Commission, prior to the opening 
of the bids. The invitation shall state 
the name and address of the person 
from whom information regarding the 
public utility and the proposed issue 
may be obtained. The duly author- 
ized representative of any person sub- 
mitting a bid shall be entitled to be 
present at the opening of the bids and 
to examine each bid submitted. The 
public utility shall reserve the right 
to reject any or all bids. 

It is hereby further ordered that no 
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public utility shall accept any bid from 
any person who has received or is to 
receive, directly or indirectly, any fee 
for services rendered to it, directly or 
indirectly, in connection with or re- 
lating to the issuance and proposed 
sale of a security, or the issuance or 
proposed sale of a security. The term 
“proposed sale” contained in the fore- 
going shall not include a resale by an 
underwriter or purchaser. 

It is hereby further ordered that as 
a condition precedent to the entering 
of an order authorizing a public utility 
to issue any security covered by this 
order, it shall file with the Commis- 
sion an application setting forth each 
bid received and which bid it is ready 
to accept. The Commission reserves 
the right to deny the application or 
grant it conditionally. 

It is hereby further ordered that this 
order is effective twenty days after 
the date hereof. 


ROwELL, Commissioner, dissent- 
ing: I regret that I cannot concur in 


the foregoing decision. If there ar 
facts of record that justify the actio 
here taken, they should substantial} 
be set forth in the opinion, and find 
ings made, so that the Commission’ 
reasoning processes be fully revealed 
Nothing in the opinion points to the 
existence of evils in the issuance 
utility securities in this state that 
would justify the prescription of su 

a competitive bidding rule as that here 
imposed. And I am convinced that 
the rule as prescribed is an unwork 
able one. I would readily join in th 
declaration of a policy that would 
continue our practice of judging the 
need for competitive bidding on debt 
securities of substantial amount when 
the facts presented upon the hearing 
of each application before us appear 
to justify that procedure. But the rule 
here imposed, made applicable to 
stocks as well as debt issues, and even 
to conditional sales contracts, is in my 
opinion without any justification 
whatever on the evidence presented in 
this proceeding. 
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Re Helen Meeker 
(Sunkist Water Company) 


Decision No. 38617, Application No. 22864 
January 15, 1946 


agree of proceeding relating to water rates; petition to 
eliminate measured water service denied. 


Rates, § 46 — Jurisdiction of Commission — Statements made by sellers of tract 


lots. 


The Commission has no jurisdiction to enforce promises or statements con- 
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tained in advertisements or circulars, prepared by the seller of lots in a 
tract, relating to the water supply or the rates to be charged for water serv- 


ice. 


APPEARANCES: L. H. Phillips and 
{. I. Church, for petitioners; Hugh 
jordon and Alvin W. Hahn, for 
Sunkist Water Company; James C. 
Bone, for Helen H. Meeker and Lam- 
ert Farms, Inc. 


By the Commission: On March 
3, 1942, the Commission issued its 
Decision No. 35082, granting Helen 
H. Meeker a certificate of public con- 
venience and necessity to operate a 
public utility water system in a 160- 


are subdivision lying wholly wiihin 
the corporate limits of the city of West 
Covina in Los Angeles county. A 
shedule of flat and meter rates was 
also established. 

On February 15, 1945, a petition 


was filed with the Commission by 
some thirty-nine customers of the wa- 
ter system alleging that the application 
for a certificate asked only for the es- 
tablishment of flat rates, and that it 
specifically set forth that applicant did 
not propose to install meters. How- 
ever, it is further alleged that never- 
theless the application was amended 
at the hearing to include a prayer for 
the establishment of meter rates. The 
petition also alleges that the custom- 
ers were not notified of the hearing of 
the proceeding, and therefore had no 
opportunity to appear and protest the 
fixing of the measured rates or the 
provisions covering the installations 
of meters on customers’ services. The 
Commission is asked to reopen the 
proceeding for further hearing and 
modify its order in said Decision No. 
35082 by dispensing with the use of 
meters, unless authorized and request- 
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ed by each water user. The Commis- 
sion after considering the petition, is- 
sued its order on February 27, 1945, 
reopening the matter for further hear- 
ing for the purpose of determining 
whether Decision No. 35082 should 
be altered or amended in so far as the 
order therein provided for the meter- 
ing of service connections. 

Public hearings in the reopened pro- 
ceeding were held in Baldwin Park 
and West Covina before examiner 
Stava. 


The area served by this utility con- 
sists of 160 acres of land, lying within 
the city limits of West Covina, sub- 
divided into one-half acre lots or less. 
Water is obtained by pumping from a 
well and it is distributed through 12,- 
900 feet of 4- and 6-inch mains 
through pressure tank control. A 
booster pumping plant and a connec- 
tion to La Puente Cooperative Irriga- 
tion Company is maintained for stand- 
by purposes. At present there are 130 
customers being served, all except one 
on a measured basis. 

The record shows that the original 
application as entitled above was filed 
with the Commission, asking that a 
certificate of public convenience and 
necessity be granted Lambert Farms 
Incorporated, doing business as Sun- 
kist Water Company, and that a flat 
rate be established of “$2 per month 
per one-half acre or fraction thereof.” 
In said original petition it was further 
alleged that: “The applicant does 
not propose to install any meters for 
such service.” The matter was set 
down for hearing and applicant was 
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instructed by the secretary of the 
Commission to notify all customers 
of the time and place of hearing of the 
matter and to publish said notice in a 
paper of general circulation in the area 
to be served. The record of the orig- 
inal hearing shows that the Commis- 
sion’s instructions concerning the no- 
tice of hearing had been duly com- 
plied with. At the original hearing, 
the application was amended by verbal 
request asking that the Commission 
also fix a schedule of meter rates, and, 
further, that Helen H. Meeker, doing 
business as Sunkist Water Company, 
be granted the certificate in place of 
Lambert Farms Incorporated. The 
said amendment was subsequently 
filed in writing at the request of the 
presiding Commissioner. The matter 


was heard and submitted and said De- 
cision No. 35082 granted to Helen H. 


Meeker a certificate and established a 
schedule of both flat and measured 
rates. The metered schedule provided 
for a minimum charge of $1.25 per 
month with an allowance of 1,000 
cubic feet of water, the next 4,000 cu- 
bic feet at 10 cents per one hundred 
cubic feet, and all use over 5,000 cubic 
feet at 8 cents per one hundred cubic 
feet. 

This system thereafter was sold by 
Helen H. Meeker to Ruskin T. Gard- 
ner, the present owner, by authority 
granted by this Commission in its 
Decision No. 36205, dated March 9, 
1943. 

At the hearings held upon the re- 
opening of this proceeding, the peti- 
tioners testified in general that they 
had not received a notice of the orig- 
inal hearing, and that the few who had 
received a notice had not received it 
in time to attend the hearing. The 
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petitioners all objected to the install 
tion of meters and to the payment fc 
water under a measured rate. The 
testimony was unanimous to the effe 
that the agents selling property withi 
the tract had informed them that t 
charges for water were to be $2 pe 
month on a flat rate basis for each lo 
and that this rate would never be i 
creased. Certain customers testi 
that Mr. Leo M. Meeker, preside: 
at Lambert Farms, Inc., and at th 
time also manager of the water sysmm 
tem, had assured them of a permanen 
$2 flat rate. Under the circumstanceli 
they felt that the promised flat rat 
represented by the real estate sale 
men and officials of the land develop 
ment project and of the water systen 
should be maintained because thi 
rate and its assured permanence hag 
been the primary inducement to buy 
property in the tract. The consumer. 
contend that for this reason the orig: 
inal flat rate should be maintained 
regardless of any losses which migh 
occur in operation of the system. 
No sales contracts, deeds, or other 
written documents submitted con 
tained any provisions for a wate 
supply on a permanent flat rate chargegy 
or on any other basis. Petitioners 
did, however, present copies of adver 
tisements and circulars prepared by 
Lambert Farms, Inc., relating to the 
sale of lots on the tract, setting forth, 
among other things, that water was 
available at a flat rate of $2 per month. 
While alluring and misleading state- 
ments may have been made to purchas- 
ers and prospective buyers of lots in 
this tract regarding the water supply 
and the rate to be charged for water 
service, such promises and relating 
transactions are wholly beyond the 
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sisdiction and control of this Com- 
ission. We are, however, directly 
ed with a practical problem and 
at is the continuation of water serv- 
¢ to the people residing in this sub- 
vision. This can be assured only if 
e owner of the utility can avoid con- 
nued operation at a loss. 


Mr. Ruskin T. Gardner acquired 

trol of this water system in March, 
043, and immediately inaugurated a 
ogram of complete metering thereof. 

because of war conditions only a few 
eters were obtainable with the result 

hat the system was not fully metered 
ntil the year 1945. According to 
r. Gardner, he was forced to install 

meters to control the general practice 
isting throughout the system of 
asteful and extravagant use of water 
d in order to improve the service to 

stomers located in the outlying sec- 

fons of the distribution system. It 
ould have been necessary otherwise 
o lay larger mains and increase water 
roduction and distribution facilities 
» meet the ever increasing demand 
der the unrestricted flat rate usage. 

Mr. Gardner presented a table show- 
ing that the average monthly water 
e of the fifty-one 3-inch metered 

ices was 1,235 cubic feet, in 1944, 


ater Pumped—10 Months (Gals.) 
Water Pumped—12 Months (Gals.) 


* Ten-month period only. 
** Red Figure. 


the average monthly bill therefor be- 
ing $1.674. Thirty-two of the above 
group supplied fully developed prem- 
ises. In this class on an averaged 
annual basis four bills were over $2.50 
per month, and twenty-four were less 
than $2. The class average of all the 
thirty-two was $1.89 per . month. 
There were five premises, from one to 
three acres, served with larger meters, 
where the monthly bills ranged from 
$2 to $4.46, the average being $2.65. 

From the above bills it is evident 
that the majority of the consumers 
pay less for water under the meter 
rates than the flat. From the record, 
therefore, it is very evident that the 
actual charges under the meter rates 
now in effect are neither excessive nor 
unfair; as a matter of fact, the meter 
rates on the Sunkist System are ac- 
tually lower than those charged on the 
adjoining water systems serving Bald- 
win Park and West Covina. 


Mr. Gardner and Mr. James F. 
Wilson, one of the Commission’s en- 
gineers, presented statements showing 
the results of operation of the system 
for a 10-month period of 1943 and for 
the full year of 1944. The informa- 
tion furnished is summarized in the 
following table: 


Gardner Wilson 


1944 
$16,708 $16,302 
2,907 2,907 


$13,801 $13,395 
$2,980 $2,980 
$2,179 $2,229 
786 786 
$2,965 $3,015 
$15 $35** 


123 123 
20,276,900 
21,741,850 








$618** 


115 
25,078, 450 20,276,900 
wees 21,741,850 
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From the evidence set forth above, 
it is clear that the operations of this 
utility have resulted in a net revenue 
of but $15 for 1944 in one case and a 
deficit of $35 in the other and also a 
deficit of $618 for 1943. 


This case was reopened by the Com- 
mission to avoid any possibility of 
unfairness which may have developed 
over the alleged failure of due and 
proper notice. However, the evidence 
presented in this reopened hearing 
shows the futility of the attempted 
flat-rate operation in avoiding care- 
lessness and wasteful use of water and 
resulting heavy pumping expenses. 
-It is equally apparent that the existing 
schedule of metered rates heretofore 
established by the Commission is 
neither excessive nor unreasonable. 
Under the circumstances the Commis- 
sion’s order in its Decision No. 


35082, establishing measured rates to 
be charged for the service rendered to 
the consumers of this system, will be 
reaffirmed. 


ORDER 
A petition having been filed by 


thirty-nine customers of the water sys 
tem involved in the above-entitled pro 
ceeding, asking the Commission t 
reopen the matter for further hearing 
the Commission having considere 
said petition issued its order reope 
ing the proceeding for further hearing 
public hearings having been hel 
thereon, the reopened matter havin 
been duly submitted and the Com 
mission being fully advised in th 
premises, 

It is hereby ordered that the orde 
in Decision No. 35082, dated Marcl 
3, 
measured rates to be charged for th 
service rendered to the consumers o 
the Sunkist Water Company, no 
owned and operated by Ruskin T 
Gardner, and furnishing water in 3 
subdivided area in the city of Wes 
Covina, Los Angeles county, be and 
it is hereby approved and reaffirmed 

It is hereby further ordered tha 
the petition requesting a modificatio 
of said Decision No. 35082 to prohibi 


and eliminate the installation and usé¢ 


of meters by the utility, be and it is 
hereby denied. 
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ILLINOIS COMMERCE COMMISSION 


Re Tampico Farmers Mutual 
Telephone Company 


33336 
February 19, 1946 


PPLICATION by telephone company for authority to file 
A changes in rate schedules on less than thirty days’ notice; 
granted. 


Rates, § 237 — Filing of schedules — Telephone — Conversion from magneto to 


common battery service. 


A telephone company which has contracted for conversion from magneto 
to common battery service, and which plans to make its grounded lines 
metallic, should be authorized to file increased rates not producing an ex- 
cessive return, to be effective coincident with the cut-over to common bat- 
tery service, where it will not be advised long enough in advance of the 
cut-over to enable it to file such proposed rates on thirty days’ notice. 


By the Commission: On Decem- 
ber 1, 1945, a petition was filed with 
the Commission by the Tampico 
Farmers Mutual Telephone Company, 
Givhich petition sets forth that it is a 
torporation organized and existing 
under and by virtue of the laws of the 
tate of Illinois and is engaged in the 
iransaction of a general telephone 
business in the state of Illinois and is 
subject to the provisions of an act en- 
titled “An Act Concerning Public 
Utilities,” approved June 29, 1921, 
in force July 1, 1921, and all acts 
amendatory thereto. 

The petition as filed requests au- 
thority to place in effect in the Tam- 
pico exchange of the petitioner the 
schedule of rates attached to the peti- 
tion designated as “Exhibit A” on less 
than thirty days’ notice. 

The petition also shows that the 
Tampico exchange of the petitioner is 
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now operated by means of a magneto 
switchboard and over mostly ground- 
ed lines and that the petitioner pro- 
posed to make the advanced rates 
effective coincident with the cut- 
over from the present magneto serv- 
ice to an improved common battery 
service. 

All interested parties having been 
duly notified the matter came on for 
hearing before the Commission at 
Springfield, Illinois, on January 8, 
1946, at which time the petitioner was 
represented by counsel and no one ap- 
peared objecting. The company sub- 
mitted proof of publication of notice 
of the proposed increase in rates and 
also furnished for the record a copy of 
notice mailed to the Office of Price 
Administration, Washington, D. C., 
all as required by state and Federal 
regulations. 

The present and proposed rates for 
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the principal classes of service, to- 
gether with the number of stations 


Class of Service 
Individual business 
Two-party business 
Individual residence 
Two-party residence 
Rural multiparty business 
Rural multiparty residence 
Extension telephone 
Extension bell 
Hand sets, city 

The petitioner presented as ev- 
idence of record a detailed inventory 
of the property in service on October 
1, 1945. This inventory was ap- 
praised by the application of prices 
prevailing during the year 1940 just 
prior to the entry of this country into 
the World War. Reproduction cost 


new of the physical property as shown 
by this appraisal is $61,573.34 and 
the depreciated cost $42,718.85. To 
each of these figures has been added 


$929.91 for material and supplies, 
making the cost new of the property 
$62,503.25 and the depreciated cost 
$43,648.76. The company also sub- 
mitted a detailed statement of operat- 
ing revenues and expenses for the 
year ending September 30, 1945. The 
total operating revenues as shown by 
this evidence including toll and mis- 
cellaneous revenues amounted to $14,- 
874.96, and the total operating ex- 
penses including an allowance of $1,- 
429.11 for depreciation were $16,018.- 
26, resulting in a deficit of $1,143.30 
for the period analyzed. The ev- 
idence shows that increases in salaries 
and wages actually in effect but not re- 
flected in full in the operating ex- 
penses for the year ending September 
30, 1945, amounted to $1,254.48. 
Proposed increases in expenses neces- 
sary for the proper operation of the 
company amount to $1,234.40. Pay- 
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served by the petitioner, are as fo 
lows : 


No. of 
Stations 


Net Monthly Rate 
Present Topos 


roll taxes. and other incidental 
penses and rate case expenses amou 
to $137.42 per year, making a to 
increase with common battery oper 
tion $2,626.30. This added to 
deficit experienced for the year endin 
September 30, 1945, will make t 
total deficit under present conditio 
$3,769.60. The gross increase i 
revenue from the application of th 
proposed rates assuming that all of t 
subscribers will retain their servic 
amounts to $4,434 per annum agains 
which there would be a 3 per cent uti 
ity tax of $133.02, making the n¢ 
increase in revenue from the propose@iji 
rates $4,300.98. This would provid 
$531.38 for Federal tax and return o 
investment. Federal tax at the pre 
vailing rate would amount to $111.58 
making the amount available for re 
turn under common battery operatio 
$419.80. This is .96 per cent of th 
depreciated cost of the physical prop 
erty as shown by the appraisal. 
The evidence also shows that th 
company’s plans call for the installa 
tion of a common battery switchboar« 
which has already been contracted fo 
and conversion of the urban tele 
phones to common battery. Rura 
lines now operating as grounded line: 
will be made metallic as expeditiousl) 
as possible. The evidence shows tha 
the conversion from magneto to com 
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mon battery will probably be made 
within a few months time, however, it 
will require at least a year before all 
of the rural lines can be metallicized. 
The company submitted in evidence a 
ktter received from the president of 
the Tampico Business Association ad- 
vising the petitioner that at a special 
meeting held on October 15, 1945, in 
ihe city hall of Tampico, Illinois, the 
members of the Tampico Business 
Association voted unanimously to en- 
dorse the telephone company’s petition 
to the Illinois Commerce Commission 
@mior an increase in rates for telephone 
service in the community. A letter 
directed to the Tampico Farmers 
Mutual Telephone Company from the 
village board of Tampico, Illinois, 
was also introduced in evidence in 
Wawhich the petitioner was advised that 
“At a meeting of the village council 
on Monday, November 5, 1945, the 


ing™members voted unanimously to en- 
dorse your application to the Illinois 
dg Commerce Commission for an increase 
in rates. They also expressed their ap- 
proval of the plans being made by 
your company to improve the system 


mand service.” This letter was signed 
wy H. J. Kolb, village clerk. 

The Commission having considered 
he petition and the evidence presented 
in support thereof and being fully ad- 
vised in the premises is of the opinion 
and finds : 

(1) That the Tampico Farmers 
Mutual Telephone Company is a cor- 
poration engaged in the rendering of 
tlephone service to the public within 
the state of Illinois and is a public util- 
ity as defined in § 10 of “An Act Con- 
trning Public Utilities” as amended, 
ind as such is subject to the jurisdic- 
tion of this Commission ; 


(2) That the present rates in force 
in the Tampico exchange of petitioner 
do not pay the operating costs inci- 
dent to the operation of that exchange ; 

(3) That the rates shown in “Ex- 
hibit A” attached to the petition here- 
in will not produce an excessive return 
on the property devoted to public use 
by petitioner in its Tampico ex- 
change ; 

(4) That petitioner will not be ad- 
vised long enough in advance of the 


_cut-over from magneto to common 


battery service of the actual date of 
such cut-over to enable it to file such 
proposed rates on thirty days’ notice; 

(5) That the petitioner should be 
authorized to file the rates set forth 
in “Exhibit A” attached to the peti- 
tion herein on less than thirty days’ 
notice to be effective coincident with 
the cut-over from magneto to common 
battery service in its Tampico ex- 
change; 

(6) That notices already published 
of this proposed change are sufficient 
and no further notice of said schedule 
should be required. 

It is therefore ordered by the 
Illinois Commerce Commission as 
follows : 

(1) That the petitioner, Tampico 
Farmers Mutual Telephone Company 
be, and it is hereby authorized to file 
on less than thirty days’ notice the 
schedule of rates for its Tampico ex- 
change set forth in “Exhibit A” at- 
tached to the petition filed herein, 
which said schedule shall be effective 
coincident with the cut-over from 
magneto to common battery service in 
said Tampico exchange. 

(2) That no further notice be re- 
quired from the petitioner with rela- 
tion to the filing of such rates. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Milwaukee Gas Light Company 


2-SB-258 
March 26, 1946 


PPLICATION of gas company for authority to acquire stock of 
A affiliated coke company, to purchase real estate from an 
affiliate, and to change par value of common stock; granted 

subject to modifications and conditions. 


Consolidation, merger, and sale, § 19 — Public interest involved. 

1. The public interest contemplated by § 196.52(3), Statutes, providing for 
Commission approval of the purchase of property from an affiliate when 
reasonable and consistent with the public interest, is the interest of that 
portion of the public entitled to service and which interest is involved in 
or related to that service; and the Commission’s inquiry relates to the ques- 
tion of whether consummation of the transaction would militate against 
the ability of the purchasing company to continue adequate service at rea- 
sonable rates, or whether such transaction, in some other way, is beyond 
the pale of reason, p. 167. 


Consolidation, merger, and sale, § 25 — Property acquisition by gas company — 
Control of source of supply. 
2. The Commission, in passing upon an application by a gas utility for 
authority to acquire the stock of an affiliated coke company which supplies 
it with manufactured gas, cannot say that it is either unreasonable or con- 
trary to the public interest for the utility to have as complete control as 
possible of the source upon which it must depend for most of its gas, and 
this is true even though it may be urged that the coke company is so de- 
pendent upon the gas company for a market that the gas company may 
safely rely upon arm’s-length bargaining, p. 167. 
Consolidation, merger, and sale, § 7 — Function of Commission — Managerial 
policy. 
3. The Commission, in passing upon an application by a gas company for 
authority to acquire the stock of a coke company from which it obtains the 
major part of its gas supply, is not required to determine whether such 
acquisition (in view of a possible substitution of natural gas) or the alterna-§ 
tive of depending upon a continued supply from the other company would 
involve the lesser risk, or which course is the wiser or more prudent for 
the gas company to adopt, p. 167. 


Consolidation, merger, and sale, § 19 — Consistency with public interest. 
4. A transaction involving the acquisition of property by a gas company 
must be held to be consistent with the public interest if not contrary to the 
public interest, p. 167. 
Consolidation, merger, and sale, § 42 — Conditions — Stock acquisition — Non- 
utility coke plant. 
5. Authority for the acquisition by a gas company of the stock of a non- 
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utility coke company supplying the utility with the major portion of its 
gas supply should be subject to a condition that neither by liquidation, 
merger, or otherwise shall the gas company, without previous authorization 
by the Commission, acquire title to the plant of the coke company, in order 
that neither that property nor its cost nor its value shall be considered as 
entering into or constituting any part of a rate base for fixing rates, and 
that neither revenues, expenses, profits, nor losses resulting from operation 
of the coke company’s business shall be considered as revenues, expenses, 
profits, or losses of the gas company for rate-making purposes, p. 168. 
Security issues, § 21 — Duties of Commission. 

6. The essential duty of the Commission with respect to the issuance of 
stock is to determine whether such securities are issued for a proper cor- 
porate purpose and whether the financial condition, plan of operation, and 
proposed undertakings in connection with the issuance are such as to afford 
reasonable protection to the purchasers of such securities, p. 169. 


Security issues, § 57 — Proper corporate purpose. 


7. The term “proper corporate purpose” as used in § 184.03(1), Statutes, 
relating to Commission authorization of security issues, means the kind 
of purpose in which a public service corporation may engage without vio- 
lation of some law or principle applicable to such corporation ; and whether 
a purpose of such a corporation is proper or improper does not depend 
upon the judgment of the Commission or anyone else as to whether the 
purpose will prove successful, unless it appears that the purpose can have 
no reasonable probability of proving successful, p. 169. 


Security issues, § 57 — Proper corporate purpose — Stock acquisition by gas 
company. 
8. Acquisition by a gas company of stock of a coke company which fur- 
nishes the utility with the major portion of its gas supply is a proper cor- 
porate purpose for which securities may be issued, p. 169. 


Security issues, § 20 — Functions of Commission — Stock transaction of affiliates 
— Values. 

9. It is no function of the Commission to ascertain whether the value of 
securities of both a gas company and an affiliated coke company, if kept 
separate, would be worth more in their aggregate (at such time in the future 
as a parent company might dispose of them) than would be the value of 
the same securities if combined under the single ownership of the gas com- 
pany, which is proposing to issue securities to obtain control of the coke 
company; nor is it the Commission’s function to grant or withhold the 
privilege of issuing the securities upon the basis of any such opinion, 
p. 170. 


a Security issues, § 18 — Function of Commission — Protection of corporate af- 
filiate. 

10. The Commission’s function, in passing upon an application by a gas 

company for authority to issue stock in exchange for stock of an affiliated 

coke company, is neither that of guardian nor advisor of a parent company 

wishing to enter into the transaction of its own volition and with its eyes 


open, p. 170. 


Consolidation, merger, and sale, § 52 — Purchase price — Excess over market 
value — Parking lot. 
11. The purchase price of real estate to be acquired by a gas company for 
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use as a parking lot for employees should not be in excess of fair market 
value although it is claimed that an additional value inheres in the plot 
because it would be added to the corner lot property of the gas company 
and in the ultimate use of the property for expansion of its present build- 
ing the gas company could use the present elevator batteries, p. 171. 


Securities issues, § 108 — Change of par value. 

12. The essential purpose of a proposal to exchange shares of common 
stock of the nominal or par value of $12 per share for outstanding shares 
of the nominal or par value of $50 per share is not objectionable when this 
results in no more shares, at a lesser par value, without changing the total 
nominal or par value of outstanding stock but the change is sought for 
purely arithmetical convenience in connection with the dissolution of af 
holding company acquiring the stock and the liquidation or distribution of 
its assets, p. 171. . 


Corporations, § 18 — Voting power — Classes of stockholders — Change in par 
value of common stock. 

13. A gas company which is permitted to reduce par value and increase 
the number of shares of common stock should so amend its articles of 
incorporation that the change shall not alter existing voting rights or bene- 
ficial interests represented by outstanding shares of such stock, where with- 
out such amendment the voting power of common stock would be altered 
as compared or opposed to the voting power of preferred stock, p. 171. 

Corporations, § 17 — Stock and stockholders — Preémptive rights. 
14. An amendment to articles of incorporation to provide that holders of 
common stock shall not, as a matter of right. have any preémptive or other 
subscription rights or conversion rights wit! respect to stock proposed to #P 
be issued otherwise than for cash is not objectionable, in so far as the 
issuance of additional common stock for the purpose of reducing par value 
is concerned, where the present articles of incorporation make no pro- 
vision respecting preémptive or conversion rights, p. 172. 


(Bryan, Commissioner, dissents.) 


¥ 


By the Commission: On October 
9, 1945, Milwaukee Gas Light Com- 
pany filed with the Commission an ap- 
plication which as later amended re- 
quested authority (a) to acquire from 
American Light and Traction Com- 
pany all of the outstanding capital 
stock of Milwaukee Solvay Coke Com- 
pany, and to issue and exchange there- 
for 362,828 shares of common stock 
of Milwaukee Gas Light Company of 
the par value of $12 per share; (b) to 
purchase certain real estate from Con- 
solidated Building Company for $36,- 
000 in cash; and (c) to change its 
presently outstanding common stock 
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from $50 per share to $12 per share 
and to issue to holders of the present 
stock 44 shares of $12 par common 
stock for each share of $50 par stock & 
held by them. 


APPEARANCES: Milwaukee Gas 
Light Company, by Miller, Mack & 
Fairchild, Frederick Sammond, and 
Joseph Rapkin, Attorneys; city of 
Milwaukee, by Charles Babcock, First 
Assistant City Attorney, and Joseph 
L. Bednarek, Assistant City Attorney; @ 
city of Wauwatosa, by Roy R. Stauff, 
City Attorney; city of West Allis, by 
John C. Doerfer, City Attorney ; Solid 
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uels Institute of Milwaukee, by Philip 
. Porter, Attorney, Madison. 

Of the Commission staff: H. T. 
erguson, Chief Counsel, A. R. Col- 
rt, Chief, Accounts and Finance 
Department, H. J. O’Leary, Chief, 
hates and Research Department, R. S. 
butler, Senior Investigator, and W. 


Thereafter a tentative draft of opin- 
on and order, constituting the recom- 
pendation of the Commission staff as 
the order that should be made in 

is proceeding, was submitted to the 
parties together with a notice of hear- 
ng at which oral argument would be 
heard by the Commission upon the 
huestion of whether the draft of order 
thould be adopted and entered as the 


ommon stock, 180,000 shares of the par value of $50 per share 
Preferred stock, 7%, 20,000 shares of the par value of $100 per share .... 


Bonds, first mortgage, 44’s, due 1967 


Milwaukee Solvay Coke Company 
hereinafter called Coke Company) is 
» Wisconsin corporation which op- 
rates a coke plant at Milwaukee and 
upplies Gas Company with about 70 
ber cent of its supply of manufactured 
4 Coke Company has authorized 
pnd outstanding 35,000 shares of cap- 
tal stock of the par value of $100 per 
share, making a total issue of $3,500,- 
00. 

Consolidated Building Company 
(hereinafter called Consolidated) is a 
Visconsin corporation whose prin- 
ipal asset is a vacant lot adjacent to 
as Company’s main office at Mil- 
aukee and presently leased by it for 
barking purposes. 

American Light & Traction Com- 
any (hereinafter called American 
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order of the Commission in this pro- 
ceeding. 

Such oral argument was had on Jan- 
uary 3, 1946, at the offices of the Com- 
mission, at which Milwaukee Gas 
Light Company by its counsel and the 
Commission staff appeared as above 
stated. 

Opinion 

Milwaukee Gas Light Company 
(hereinafter called Gas Company) is 
a Wisconsin corporation operating a 
gas utility in the city of Milwaukee 
and adjacent territory and is a public 
utility and a public service corporation 
within the meaning of Chaps 196 and 
184 of Wisconsin Statutes. Its au- 
thorized and outstanding securities 
consist of: 


Amount 
$9,000,000 

2,000,000 
13,334,000 


$24,334,000 


Light) is a New Jersey corporation 
which owns 99.25 per cent of the com- 
mon stock of Gas Company and all the 
capital stock of Coke Company and 
Consolidated. 

United Light and Railways Com- 
pany (hereinafter called Railways) is 
a Delaware corporation which owns 
54.69 per cent of the common stock 
and 51.94 per cent of the voting stock 
of American Light. 

Railways, American Light, Coke 
Company, Consolidated, and Gas Com- 
pany are members of what is termed 
“The United Light and Power Hold- 
ing Company System” and are affiliat- 
ed interests within the meaning of 
§ 196.52, Wisconsin Statutes. 

The instant proceeding has its gen- 
esis in proceedings instituted by the 
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Federal Securities and Exchange Com- 
mission under §§ 11(b)(1) and 11 
(b) (2) of the Public Utility Holding 
Company Act of 1935, 15 USCA § 79 
k(b)(1), (2), entitled “Re United 
Light & P. Co.,” and bearing said 
Commission file numbers 59-11 and 
59-17. 

On August 5, 1941, Securities and 
Exchange Commission entered an or- 
der under § 11(b)(1) of the Holding 
Company Act, 9 SEC 833, which, 
among other things, required Railways 
to dispose of its direct and indirect 
interest in Gas Company, Coke Com- 
pany, and Consolidated. 

Following hearings on a plan filed 
by Railways and American Light pro- 
viding for the liquidation and dissolu- 
tion of American Light, Securities and 
Exchange Commission rendered its 
opinion dated June 2, 1945 (Holding 
Company Act Release No. 5840) cun- 
cluding that the liquidation and dis- 
solution of American Light was the 
most appropriate means for accom- 
plishing compliance with its order of 
August 5, 1941, and providing, in so 
far as material to this proceeding, that 
there should be (a) “pro rata distribu- 
tion to common stockholders of Amer- 
ican Light of all of its portfolio se- 
curities, except in so far as minor 
subsidiaries might be sold or appro- 
priately combined with utility subsidi- 
aries” and (b) “immediate disposition 
by Railways of its proportionate inter- 
est in the securities of the subsidiaries 
of American Light, attended by the 
application of such securities or the 
proceeds from the sale thereof to re- 
duce senior securities of the companies 
in the Railways system.” 

Thereafter Railways and American 
Light, for the purpose of amending 
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the plan to conform to the requirg 
ments of Securities and Exchang 
Commission’s opinion of June 2, 194: 
filed an amendment to their applic: 
tion. As part of the plan as th 
amended, it is proposed, among othe 
things, that the transactions involve 
in the proceeding before this Commis 
sion, and which are set forth beloy 
be consummated as soon as practicablfl! 
and in such manner and upon suc 
terms and conditions as Securities an¢ 
Exchange Commission shall approved 

As a part of the broader program o 
dissolution and liquidation of Ameri 
can Light, the application of Gas Com 
pany in this proceeding, as amended 
requests authority. 

1. To acquire from America 
Light, in exchange for 362,828 share 
of common stock of Gas Company o 
the par value of $12 per share (afte 
the change in the par value thereof as 
hereinafter described), all of the out 
standing capital stock of Coke Com 
pany after the latter shall have de 
clared and paid to American Light < 
cash dividend of approximately $1, 
211,804 plus the net income of Cok¢ 
Company from and after June 30 
1945, until said acquisition is effected 

2. To purchase from Consolidated 
for $36,000 in cash the real estate lo 
cated immediately north of the princi 
pal office building of Gas Company i 
Milwaukee. 

3. To change the par value of au 
thorized common stock of Gas Com 
pany from $50 per share to $12 pe 
share and, to effect that change, ta 
exchange (a) 750,000 shares of suc 
$12 par common stock for the pres 
ently outstanding 180,000 shares of 
$50 par common stock; and (b) to 
issue 362,828 shares of additionall 
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‘Wstock as aforesaid. 
Upon consummation of the trans- 
actions for which authorization is re- 


gjpar common stock of which 1,107,199 
shares would be owned by American 
Light. In the dissolution of American 
Light as planned, these shares would 
Bbe distributed to the common stock- 
holders of American Light on the basis 
of 1 share of Gas Company stock to 
meach 2$ shares of American Light 
common. Railways would thereby ac- 
maguire 54.96 per cent of American 
Light’s holdings or about 605,527 
shares of Gas Company common stock 
which it proposes to sell publicly at 
competitive bidding. 

The particular statutory provisions 
@which define the character and scope 
of the Commission’s duty in this pro- 
ceeding are the following: 

“184.04 No securities shall be is- 
gsued by any public service corporation 
@otherwise than for money, property, 
‘@or services actually received by it. The 
amount of money and the value of the 
property or the services to be so re- 
ceived shall be: (a) In the case of 
stock having a par value, not less than 
the par value thereof -a 


“196.52 (3) no contract or 
arrangement for the purchase, sale, 
lease, or exchange of any property . . . 
hereafter made or entered into between 
a public utility and any affiliated in- 
qgterest as defined in this chapter, shall 
be valid or effective unless and until 
such contract or arrangement shall 
fave received the written approval of 
the Commission. The Com- 
mission shall approve such contract or 
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arrangement hereafter made or entered 
into only if it shall clearly appear and 
be established upon investigation that 
it is reasonable and consistent with 
the public interest ; otherwise the con- 
tract or arrangement shall not be ap- 
proved. “a 

“184.03 (1) No securities shall be 
issued by any pubilc service corpora- 
tion until it shall first have obtained 
from the Commission, and recorded 
upon its books a certificate authoriz- 
ing such issue; and the Commission 
shall not authorize the issuance of se- 
curities for any purposes which are 
not proper corporate purposes, or in 
an amount greater than is reasonably 
necessary for such corporate purposes, 
having in view the immediate require- 
ments of the corporation and its pro- 
spective requirements over a reason- 
able period in the future, and other 
relevant considerations.” 


“184.06 (1) Upon the conclusion of 
its investigation, if the Commission 
shall find that the proposed issue com- 
plies with the provisions of this chap- 
ter and that the financial condition, 
plan of operation, and proposed under- 
takings of the corporation are such as 
to afford reasonable protection to pur- 
chasers of securities to be issued, it 
shall issue to the corporation a certifi- 
cate of authority stating: (1) the 
amount of securities reasonably neces- 
sary and the character of the same, 
(2) the purposes for which they are 
to be issued in such detail as the Com- 
mission may deem necessary, and (3) 
the terms on which they are to be sold 
or otherwise disposed of, including a 
description and a determination of the 
value of any property or services to be 
received in partial or full payment 
thovclers . 5 2 
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The foregoing statement is sufficient 
to indicate the issues or questions 
which the Commission is required to 
determine in this proceeding. Other 
and pertinent facts will be stated, more 
appropriately, in connection with the 
discussion of such issues or questions. 


Issues Involved 


Under the statutes above referred 
to the issues which the Commission 
must determine in this proceeding 
are: 

1. Whether the value of Coke Com- 
pany stock is equal to or more than 
the value of the Gas Company stock 
proposed to be exchanged therefor. 

2. Whether the acquisition by Gas 
Company of the capital stock of Coke 
Company, upon the terms and condi- 
tions as set forth in the application 
herein, clearly appears and is estab- 
lished by investigation to be reason- 
able and consistent with the public in- 
terest. 


3. Whether the issuance of securi- 
ties by Gas Company, as proposed in 
the application herein, is in conformity 
with the provisions of Chap 184, Stat- 
utes; and whether the financial condi- 
tion, plan of operation and proposed 
undertakings of Gas Company rele- 
vant to or inherent in such proposed 
issuance of securities are such as to 
assure reasonable protection to the pur- 
chasers of said securities. 

4. Whether the acquisition by Gas 
Company of the real estate of Consoli- 
dated, upon the terms and conditions 
prescribed in the application herein, 
clearly appears and is established by 
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investigation to be consistent with th 
public interest. 

5. Whether the proposed change i 
number and nominal par value of th 
shares of common stock of Gas Co 
pany is consistent with the require 
ments of Chap 184, Statutes. 


I. The Value of Coke Company Stoc 


Pursuant to the provisions 
§ 184.01, Statutes, our first inquir 
in this proceeding is whether the 35, 
000 shares of capital stock of the Cok 
Company have a value which is no 
less than the par value of the Ga 
Company common stock proposed t 
be issued and exchanged for such Cok 
Company stock. The determinatio 
of this question has a direct bearing 
upon the other questions before us re 
lating to the acquisition of the Cok 
Company’s stock and the issuance o 
the Gas Company’s stock as proposed 

The par value of Gas Compan 
stock for which the Coke Company 
stock is proposed to be received i 
$4,353,936. We have concluded, up 
on consideration of the evidence befor¢ 
us, that the value of the Coke Com 
pany stock is not less than that figure 

The value of such stock is the equiv 
alent of the value of the property and 
business of the Coke Company, less it 
liabilities. Based upon the balanc 
sheet of the Coke Company as of Au 
gust 31, 1945, in evidence, a statemen 
of the net book value of the assets 
which the Coke Company would hav¢ 
(after the payment of a cash dividen¢ 
as proposed to be made) would be as 
follows : 
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Depreciation reserves 
Maintenance reserve 
Oven relining reserve 


Other assets: 


Cash (after payment of dividend of $1,279,840)* 


U. S. Government obligations 
Other investments 

Materials and supplies 
Receivables and prepayments 


at CORE BONE: acaccdcnncdccusinactscaveses 


Total net assets 


Represented by: 


SCHEER EEE HH EEE HEHEHE HEHEHE OE 


$1,653,451 
637,059 
800,000 
1,000 
1,810,780 
514,252 
3,763,091 


2,700,485 
$4,353,936 


Common stock, 35,000 shares @ $100 per share 


Surplus 


853,936 
$4,353,936 


(*) Note—The difference between $1,279,840 and $1,211,804 is the net income of the Coke 
Company between June 30, and August 31, 1945. 


It will be noted from the foregoing 
statement that, after the payment of 
the cash dividend as proposed, the 
Coke Company’s “other” or current 
assets exceed its liabilities by the sum 
of $2,700,485. No good reason ap- 
@ pears for concluding that such “other” 
or current assets have a value other 
than that as shown in the foregoing 
statement. This narrows our inquiry 
as to the value of the Coke Company 
stock to a question of whether the val- 
ue of its “plant” is as much as its net 
book cost of $1,653,451—which figure 
is also the difference between the pur- 
chase price of the stock and the value 
of the net current or “other” assets as 
shown. 


We think it must be concluded from 
the evidence that the value of this plant 
is considerably in excess of its net 
book cost as shown. Part of this plant 
consists of real estate which has an 
assessed value of approximately $850,- 
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000 and whose actual value, according 
to the evidence before us, is at least 
$1,000,000. This leaves a figure of 
not exceeding $800,000 as the value of 
the depreciable portion of the Coke 
Company’s plant necessary to justify a 
valuation of the entire plant at a figure 
equal to its book cost of $1,653,451, 
as shown. 

The value of this depreciable por- 
tion of the plaint is clearly shown to be 
considerably in excess of $800,000. If 
consideration is given to all of the ele- 
ments or factors entering into and cre- 
ating whatever value may inhere in 
such depreciable portion of the plant, 
a valuation is arrived at which is clear- 
ly in excess of the amount last stated. 


In arriving at the conclusion as just 
indicated we have not overlooked the 
possible substitution of natural for 
manufactured gas for distribution by 
the Gas Company as a public utility, 
to its customers; and the effect which 
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that change might have upon the value 
of the property and business of the 
Coke Company. We are not unmind- 
ful of the evidence which shows that 
the Coke Company’s business could 
not be operated profitably without a 
market for the gas which is produced 
as a by-product of the manufacture of 
coke. But in view of the evidence 
tending to show that the Gas Com- 
pany could make profitable use of all 
the gas which the Coke Company 
would normally produce in the opera- 
tion of its plant primarily for the pro- 
duction of coke—even if the Gas Com- 
pany should have natural gas avail- 
able to it ; of evidence as to the use and 
value of the gas thus produced by the 
Coke Company to the Gas Company 
for emergency or standby purposes; 
and of further evidence as to the pos- 
sible market for gas and its sale by the 
Coke Company on an _ interruptible 
basis, to industrial or other custom- 
ers, even after the advent of natural 
gas; we do not believe it a justifiable 
conclusion that the Coke Company 
would have to quit the business of 
manufacturing coke and to scrap its 
plant immediately after natural gas 
should become available to the Gas 
Company. 

But even if we were to adopt the 
opposite and most pessimistic view as 
to the effect of natural gas on the value 
of the Coke Company’s plant, we 
would still be impelled to the conclu- 
sion that the depreciable portion of 
that plant is worth considerably more 
than $800,000. Natural gas is not yet 
available to the Gas Company. The 
Commission is not without knowledge 
of the impediments that will inevitably 
attend the effort to make it so avail- 
able. In the light of that knowledge it 
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would be unreasonable to conclude 
that the Gas Company will be furnish- 
ing natural gas to its customers before Mf 
the end of two, or perhaps three, years 
from this time. 

During this time the operation of 
the Coke Company’s plant will un- 
doubtedly continue to supply the Gasff§ 
Company with approximately 70 per 
cent of the gas which it furnishes to 
the public; and the Coke Company’s 
plant will be taxed to its full produc- 
tion capacity throughout that entire 
period. 

The average annual net earnings of 
the Coke Company for the last five 
or six years has been in excess of 
$450,000. So that if the plant should 
be operated to full capacity for not 
more than two years, the net earnings 
therefrom would more than equal the 
cost to the Gas Company of the depre- 
ciable portion of the Coke Company’s 
plant; and even if the plant had to be 
scrapped at the end of that period, the 
Gas Company would not stand to lose 
anything upon a purchase price of the 
stock of the Coke Company which in- 
cludes a cost of that company’s depre- 
ciable plant of not more than $800,000 
or even $900,000. 


In other words, in arriving at the 
agreed purchase price of $4,353,936, 
the possible adverse effect upon the 
value of the Coke Company’s business 
and property from the introduction of 
natural gas has been fully discounted, 
so that the Gas Company, in acquiring 
the stock of the Coke Company at the 
nominal purchase price as proposed, 
has no reasonable prospect of financial 
loss and stands to profit by a very con- 
siderable margin. 


Under such circumstances it could 
not be held that the value of the Coke 
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Company stock is less than the nomi- 
nal purchase price as proposed there- 
for. 


Il. The Acquisition of Coke Company 
Stock 


[1] Under the provisions of 
§ 196.52 (3) we are required to de- 
termine whether the transaction be- 
tween Coke Company and Gas Com- 
pany, as proposed herein, is “reason- 
able and consistent with the public in- 
terest.” Our consideration in this re- 
spect is predicated upon the conclusion, 
as already reached, that the value of 
Coke Company stock is at least as 
much as the par value of the stock to 
be exchanged for it. 

We think the “public interest”. con- 
templated by said § 196.52 (3), Stat- 
utes, is the interest of that particular 
portion of the public which is entitled 
to the public utility service of the Gas 
Company and which interest is in- 
volved in or related to that service. 
Consequently, our inquiry relates to 
the question of whether the consum- 
mation of the transaction as herein 
proposed would militate, substantially, 
against the ability of Gas Company to 
continue in the rendition of adequate 
utility service at reasonable rates, or, 
whether such transaction, in some oth- 
er way, is beyond the pale of reason. 

Gas Company now exercises prac- 
tically complete control of the business 
of Coke Company, through the joint 
ownership of the stock of both compa- 
nies by American Light. This control 
is jeopardized by reason of the en- 
forced liquidation of American Light; 
and it is, essentially, to preserve such 
control that the transaction before us 
is proposed. 

[2-4] We cannot say, of course, 
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that it is either unreasonable or con- 
trary to the public interest for any gas 
utility to have as complete control as 
possible of the source upon which it 
must depend for at least 70 per cent of 
the supply of gas which it furnishes as 
its utility service. And this is true 
even though it may be urged, as it is 
here, that the Coke Company is so de- 
pendent upon the Gas Company—and 
would be just as dependent under sep- 
arate control—for a market for its gas, 
that Gas Company may safely rely up- 
on arm’s-length bargaining not only 
for the amount of gas that it requires 
but for the price to be paid therefor. 
It cannot be said that Gas Company 
would be taking no risks if it saw fit to 
rely upon the results of such arm’s- 
length bargaining. The company 
says, in effect, that it does not wish 
to incur those risks ; but prefers to re- 
tain its control over the amount and 
price of the gas for which it must rely 
upon the Coke Company. 

It is also urged that if and when nat- 
ural gas is available, Gas Company 
will have no use for any gas produced 
by the Coke Company either for emer- 
gency, standby, or other purpose. Gas 
Company contends that it will have 
such use for the Coke Company’s gas, 
and also points out that it will certain- 
ly have use for all the gas which Coke 
Company can produce up to the time 
not only when natural gas may be 
made available but during the period 
of conversion from manufactured to 
natural gas. 


Either of the two programs or 
courses of conduct as above indicated 
is not without risk; but it is also true 
that the adoption of neither of them 
could be said to be unreasonable. Our 
function is not to determine which of 
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the two courses of conduct has the 
lesser risk or which, in our opinion is 
the wiser or more prudent course for 
Gas Company to adopt. We must and 
should permit the Gas Company to 
adopt the course that it sees fit,—so 
long as it is not unreasonable. We 
cannot find that the retention of con- 
trol by Gas Company of the existing 
source of 70 per cent of its gas supply 
is unreasonable. 

Nor do we consider that the trans- 
action before us is such that we could 
find that its consummation would be 
contrary to the public interest. That 
is the question that we must decide 
since the transaction, if not contrary 
to the public interest, must be held to 
be consistent with it. 


As before indicated, we have con- 
cluded that the acquisition of the Coke 
Company stock by Gas Company 


would be attended with a risk of incur- 
ring comparatively little, if any, finan- 
cial loss. No such loss can be foreseen 
except through the advent of natural 
gas. And while the loss from that 
contingency could probably be offset 
from earnings of the Coke Company 
before natural gas was available for 
distribution by Gas Company, it might 
be that Gas Company, instead of mak- 
ing such earnings available for that 
offset, would dissipate them in divi- 
dends to its stockholders and thus be 
itself saddled with the loss. 

But in even this rather remote event, 
it remains true that if the Coke Com- 
pany should continue its present policy 
of appropriating $150,000 annually to 
its depreciation reserve, the amount of 
loss that would result upon liquidation 
of the Coke Company’s assets would 
be comparatively insignificant—since 
that company’s depreciation reserve 
63 PUR(NS) 


plus the salvage value of its plant 
would in two or three more years close- 
ly approach, if not completely equal, 
the purchase price properly allocable to 
the depreciable portion of that plant. 

We conclude from the foregoing 
that the acquisition by Gas Company 
of the Coke Company’s stock will not 
materially affect the Gas Company’s 
ability to furnish adequate service. 

The question of whether that ac- 
quisition adversely affects the right of 
the Gas Company’s customers to re- 
ceive that adequate service at reason- 
able rates involves some other consid- 
erations. 

[5] It is pointed out that the Gas 
Company might urge that its invest- 
ment in Coke Company stock, as here 
proposed, was a utility investment up- 
on which it was entitled, as a utility, to 
a fair return; or that the property of 
the Coke Company used in the produc- 
tion of gas is utility property so that 
its cost and value are proper to be con- 
sidered in the Gas Company’s rate 
base. 

It is conceded by the applicant 
that the Coke Company is not a public 
utility; and that the acquisition of its 
stock by Gas Company will not oper- 
ate either to make the Coke Company 
a public utility or to transmute its 
plant or other property into public 
utility property. Consequently, unless 
the property of the Coke Company be- 
comes the Gas Company’s property, 
neither its revenues, expenses, profits, 
nor losses can have any relevance or 
proper consideration to or in the fu- 
ture fixation of rates for Gas Com- 
pany. Nor does any increase in the 
total par value of Gas Company’s com- 
mon stock, which will result from the 
transaction here involved, have any 
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relevance to or bearing upon a proper 
determination of a rate base for the 
Gas Company or upon the amount of 
net revenue to which that company is 
fairly entitled from the operation of 
its public utility property and busi- 
ness. 

The only way in which the transac- 
tion here involved could affect the 
rates of the Gas Company would be 
through the acquisition by that com- 
pany of the plant of the Coke Com- 
pany. While the Commission’s gen- 
eral order purports to prevent any 
such acquisition without the Commis- 
sion’s authorization, it is possible that 
our authority in that respect is not 
sufficient to prevent a dissolution of 
the Coke Company and a liquidation 
of its assets in such a way as to vest 
title to said plant, as a part of those 
assets, in the Gas Company. For that 
reason we are attaching to the order 
approving the proposed acquisition of 
Coke Company stock a condition that 
neither by liquidation, merger, or oth- 
erwise shall the Gas Company, with- 
out previous authorization by the 
Commission, acquire title to the plant 
of the Coke Company, to the end that, 
until such authorization by the Com- 
mission, neither that property nor its 
cost nor its value shall be considered 
as entering into or constituting any 
part of a rate base for the future fixa- 
tion of rates for the service of the Gas 
Company; and neither revenues, ex- 
penses, profits, nor losses resulting 
from the operation of the Coke Com- 
pany’s business shall be considered as 
the revenues, expenses, profits, or loss- 
es of the Gas Company for rate-mak- 


ing purposes. 
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III. The Issuance of Securities by 
Gas Company 


[6] Our essential duty with respect 
to the issuance of Gas Company stock 
as herein proposed is to determine: 

(1) Whether such securities are 
issued for a proper corporate purpose; 
and 

(2) Whether the financial condi- 
tion, plan of operation, and proposed 
undertakings—in connection with the 
issuance—are such as to afford rea- 
sonable protection to the purchasers of 
such securities. 

[7] We believe that by the term 
“proper corporate purpose”’ as used in 
§ 184.03 (1), Statutes, is meant the 
kind of purpose in which a public serv- 
ice corporation may engage without 
violation of some law or principle ap- 
plicable to such corporations. Wheth- 
er a purpose of such a corporation is 
proper or improper does not depend in 
any way upon the judgment of the 
Commission, or anyone else, as to 
whether the purpose will prove suc- 
cessful—unless, indeed, it appears that 
the purpose can have no reasonable 
probability of proving successful. All 
corporations are prevented by the laws 
of this state from issuing securities for 
such purposes. 

[8] Judged by the foregoing stand- 
ards, the acquisition of the Coke Com- 
pany’s stock must be held to be a prop- 
er corporate purpose for the Gas Com- 
pany. An adequate supply of gas is a 
most vital concern of any gas utility. 
Any plan or program which is reason- 
ably designed to obtain for or secure 
to such a utility an adequate and de- 
pendable supply of gas at a reasonable 
price constitutes a proper corporate 
purpose for that utility. The acquisi- 
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tion by Gas Company of the Coke 
Company’s stock will be effective to 
accomplish that purpose. And this is 
true, regardless of the length of time 
that Gas Company will have to look to 
the operation of the Coke Company’s 
plant for such dependable supply of 
gas. It is also true, even though it 
might be now contended and later 
events should prove, that Gas Com- 
pany could have successfully operated 
without control of the operations or 
the indirect ownership of the Coke 
Company’s plant. 


Whether the financial condition, 


plan of operation and proposed under- 
takings of the Gas Company, as related 
to the issue of securities as proposed, 
are such as to “afford reasonable pro- 
tection to the purchasers” of such se- 
curities is a question which is almost 
completely answered by the facts and 


considerations resulting in the approv- 
al of the purchase of the Coke Com- 
pany’s stock. 

[9] However, we fail to perceive 
how the authority to issue the securi- 
ties necessary for the acquisition of 
the Gas Company’s stock, as proposed 
in this proceeding, can possibly be at- 
tended by any lack of protection to the 
purchasers of those securities. They 
are not to be sold to the public, pres- 
ently, but are to be received by Ameri- 
can Light; and American Light owns 
all of the stock of both the Coke Com- 
pany and the Gas Company. Ameri- 
can Light must be assumed to have 
known what it was about when it 
agreed to accept the stock of the Gas 
Company as proposed for the stock of 
the Coke Company. Ii is no function 
of this Commission to ascertain wheth- 
er or not in its opinion the value of 
the securities of both the Gas Company 
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and the Coke Company, if kept sepa- 
rate, would be worth more in their 
aggregate (at such time in the future 
as American Light shall or must dis- 
pose of them) than would be the value 
of the same securities if combined un- 
der the single ownership of the Gas 
Company ; nor is it the Commission’s 
function to grant or withhold the priv- 
ilege of issuing the securities here in- 
volved upon the basis of any such 
opinion. 

[10] Nor is the Commtission’s func- 
tion, in this respect, altered by the 
fact that Railways owns a majority 
but not all of the stock of American 
Light, and a reorganization or liquida- 
tion of Railways might result in all or 
some part of the stock of Gas Com- 
pany (as the owner of the Coke Com- 
pany stock) being purchased by mem- 
bers of the public through a sale in an 
open market. The purchasers at such 
sale will have opportunity at the time 
of purchase to know what the stock 
thus offered represents, and to make 
their own intelligent judgment as to 
what it is worth and what they desire 
to pay for it. It matters not—so far 
as those purchasers are concerned— 
that the stock of the Gas Company 
which they thus purchase might have 
been worth either more or less if it 
did not represent a beneficial interest 
in the Coke Company. Railways, of 
course, stands to win or lose to the ex- 
tent of its interest in American Light, 
if the venture here involved shall prove 
either successful or unprofitable. But 
this Commission’s function, as before 
indicated, is neither that of guardian 
nor advisor of Railways; nor should 
the Commission attempt to impose ei- 
ther its prognostications or its judg- 
ment upon Railways with respect to a 
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venture which Railways wishes to en- 
ter upon and will do so of its own 
volition and with its eyes open. 


IV. Purchase of Real Estate from 
Consolidated 


[11] Consolidated owns the real 
estate just north of Gas Company’s 
main office in Milwaukee. The plot 
consists of a 60-foot frontage on Van 
Buren street, which is now rented by 
Gas Company for use as a parking lot 
for its employees. Gas Company now 
proposes to buy this land for $36,000 
in cash. 

The amount of $36,000 is based on 
a valuation by Clem H. Reilly, vice 
president of Frederick P. Jones Com- 
pany, realtors, of $400 per front foot, 
making a total of $24,000 to which 
was added $12,000 upon the claim that 
additional value inhered in the plot be- 
cause it would be added to the corner 


lot property of the Gas Company, and, 
in the ultimate use of the property for 
expansion of its present building, Gas 
Company could use the present eleva- 


tor batteries. Reilly testified, how- 
ever, that the fair market value today 
was $24,000. The assessed value is 
$15,400. 


Gas Company is now renting the 
land for parking purposes at an annu- 
al rental of $4,800 and has shown a 
need for the land in its utility business. 
Its acquisition is therefore consistent 
with the public interest. However, 
the proposed purchase price of $36,000 
is not warranted by the evidence. The 
fair market value of the land is shown 
to be $24,000 and this is the maxi- 
mum which Gas Company should pay 
consistently with the public interest. 
Accordingly, our approval of the pur- 
chase will be conditioned upon trans- 
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fer for a consideration of $24,000 in 
cash instead of the $36,000 proposed 
by Gas Company. 


V. Exchange of $12 for $50 Shares 
of Common Stock 


[12] Gas Company now has author- 
ized and outstanding 180,000 shares 
of common stock of the nominal or par 
value of $50 per share. For such 
180,000 shares it proposes to exchange 
750,000 shares of common. stock 
of the nominal or par value of $12 
per share. This results in more shares 
at a lesser par value without changing 
the total nominal or par value of out- 
standing stock. The change appears 
to be sought for purely arithmetical 
convenience in connection with the 
dissolution of American Light and the 
liquidation or distribution of its assets. 

We see no objection to the essential 
purpose of this proposal. 

[13] However, under the articles 
of incorporation of Gas Company, the 
change, as proposed, would alter the 
voting power of the common stock as 
compared or opposed to the voting 
power of the preferred stock of the 
company. This change in voting pow- 
er could be obviated by providing that 
in meetings of the corporation in 
which preferred stockholders, by rea- 
son of default in the payment of pre- 
ferred dividends, have a right to vote, 
each owner or representative of com- 
mon stock shall be entitled to only 
12/50 of one vote for each share of 
$12 par value of common stock. 

The approval of the proposed change 
in number and par value of authorized 
shares of common stock will be con- 
ditioned upon an amendment of the 
articles of the Gas Company to pro- 
vide for voting rights of such com- 
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mon stock, as above indicated, so that 
the change in number and par value 
of common stock shall not in any way 
alter the existing right or beneficial 
interest represented by any of the out- 
standing shares of such stock. 


VI. Preémptive Rights 


[14] In its amended petition in this 
proceeding petitioner states that in or- 
der to facilitate the issuance of addi- 
tional common stock for the purpose 
of acquiring the stock of the Coke 
Company it is proposed to amend the 
articles of incorporation of the Gas 
Company “so far as to provide that 
holders of common stock shall not, as 
a matter of right, have any preémptive 
or other subscription rights or conver- 
sion rights of any nature with respect 
to the stock of the petitioner proposed 
to be issued otherwise than for cash.” 
The amended petition or application 
does not specifically ask for the con- 
sent, authorization or approval of the 
Commission with respect to such pro- 
posal as to preémptive or conversion 
rights. 

The present articles of incorporation 
of the Gas Company make no provi- 
sion whatsoever respecting any pre- 
émptive or conversion rights of its 
stockholders. We do not believe that 
the existing stockholders of Gas Com- 
pany, in the absence of specific provi- 
sion therefor in the articles of the com- 
pany, have any preémptive or conver- 
sion rights with respect to the issuance 
of additional stock as proposed in this 
proceeding. In view of the language 
of our supreme court in the case of 
Milwaukee Sanitarium vv. Lynch, 
238 Wis 628, 300 NW 760, it would 
appear that the proposed amendment 
of articles of the Gas Company as stat- 
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ed in its amended petition makes no 
change in the rights of existing stock- 
holders of the corporation or in the 
nature or characteristics of the stock 
which they now hold. 

In any event, we see no objection to 
the proposed amendment ; and certain- 
ly it is not objectionable -in so far as 
the isuance of additional common 
stock, as proposed in this proceeding, 
is concerned. 


Findings of Fact 

The Commission finds : 

1. That the value of the 35,000 out- 
standing shares of common stock of 
Milwaukee Solvay Coke Company is 
not less than $4,353,936, which is the 
par value of the 362,828 shares of 
common stock of Milwaukee Gas Light 
Company proposed to be issued in this 
proceeding and to be exchanged for 
said shares of stock of Milwaukee Sol- 
vay Coke Company. 

2. That the acquisition by Milwau- 
kee Gas Light Company of said 35,- 
000 shares, being all outstanding 
shares, of the common stock of Mil- 
waukee Solvay Coke Company in ex- 
change for common stock of Milwau- 
kee Gas Light Company of the par 
value of $4,353,936, is clearly shown 
upon investigation to be reasonable 
and consistent with the public interest, 
under the condition attached to the 
consent to and approval of such ac- 
quisition in the order hereinafter made. 

3. That the proposed issue by Mil- 
waukee Gas Light Company of 362,- 
828 additional shares of its common 
stock at a par value of $12 per share, 
and amounting to a total par value of 
$4,353,936, for the purpose of acquir- 
ing 35,000 shares, being all of the out- 
standing shares of- the common stock 
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of Milwaukee Solvay Coke Company, 
is in conformity with the requirements 
of Chap 184. Statutes; and that the 
financial condition, the plan of opera- 
tion, and the proposed undertakings 
of Milwaukee Gas Light Company rel- 
ative to the proposed issuance of said 
securities are such as to afford reason- 
able protection to the purchasers of 
the same. 

4. That the proposed exchange of 
180,000 shares of previously issued 
and outstanding common stock of Mil- 
waukee Gas Light Company having a 
par value of $50 per share, for 750,000 
shares of the common stock of said 
company having a par value of $12 
per share, is consistent with the re- 
quirements of Chap 184, Statutes; 
that such exchange is necessary to 
carry out the proposed undertakings of 
Milwaukee Gas Light Company; and 
that the same should be approved sub- 
ject to the conditions specified in the 
order herein granting such approval. 

5. That the acquisition by Milwau- 
kee Gas Light Company of the real 
estate belonging to Consolidated Build- 
ing Company, and described in the 
application or petition in this proceed- 
ing, is clearly shown upon investiga- 
tion to be reasonable and consistent 
with the public interest if such real es- 
tate is acquired at a purchase price not 
exceeding $24,000. 


Conciusions of Law 


The Commission therefore con- 


cludes : 


1. That the consent and approval of 
this Commission should be given to 
the proposed acquisition by Milwaukee 
Gas Light Company of all the out- 
standing common capital stock of Mil- 
waukee Solvay Coke Company, and 


173 


of the real estate belonging to Consoli- 
dated Building Company, upon the 
terms and conditions as stated in the 
petition or application herein, except 
as such terms and conditions are modi- 
fied by the conditions specified in the 
order hereinafter made. 

2. That the consent and approval 
of this Commission should be given to 
the proposed exchange by Milwaukee 
Gas Light Company of its outstanding 
shares of $50 par value common stock 
for the corresponding shares of $12 
par value stock, as proposed in the 
application herein, subject however to 
the conditions attached to the order 
herein for such consent and approval. 

3. That authority should be granted 
for the proposed issuance of 362,828 
shares of additional common stock of 
Milwaukee Gas Light Company, upon 
the conditions as specified in the cer- 
tificate evidencing such authority as 
hereinafter issued. 


Bryan, Commissioner, dissenting: 
I dissent from that part of the decision 
in this proceeding which authorizes the 
acquisition by Milwaukee Gas Light 
Company of capital stock of the Coke 
Company. 

Section 196.52(3) provides, in con- 
nection with contracts or arrangements 
between affiliated interests, that “The 
Commission shall approve such con- 
tract or arrangement only if 
it shall clearly appear and be estab- 
lished upon investigation that it is rea- 
sonable and consistent with the public 
interest ; otherwise the contract or ar- 
rangement shall not be approved.” I 
construe this statute as placing a bur- 
den upon the applicant, to show by af- 
firmative proof, that the proposed ac- 
quisition is clearly reasonable and con- 
sistent with the public interest. 
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I cannot agree with the majority in 
holding that the transaction, if not con- 
trary to public interest, must be held 
to be consistent with it nor can I ac- 
cept the philosophy expressed in the 
opinion that public interest is confined 
solely to that portion of the public 
which is entitled to public utility serv- 
ice. “Public interest” is a broader 
term than “Public convenience and ne- 
cessity” and involves more than the 
interest of utility customers. It em- 
braces, likewise, the interests of pres- 
ent and prospective security holders of 
a utility and in some instances may 
properly be construed to include other 
matters of interest to the public gener- 
ally. The narrow interpretation of 
public interest expressed by the ma- 
jority opinion may prove embarrass- 
ing in the proper administration of 
the statutes in other matters coming 
before us. 

The principal contentions submitted 
by the company in support of its ap- 
plication may be summarized as fol- 
lows: 

(1) If Gas Company and Coke 
Company are under diverse ownership, 
the present contract price of 20 cents 
per thousand cubic feet of gas would 
probably be increased. 

(2) Separate ownership of Coke 
Company stock would probably result 
in greater emphasis on coke produc- 
tion, with a consequent reduction in 
the quality and quantity of gas. 

(3) Separate ownership of Coke 
Company stock might impair or elimi- 
nate the coordination which presently 
exists between the buyer and seller, 
thus reducing the effectiveness of the 
coke plant in meeting Gas Company’s 
requirements both long-term and 
short-term. 
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(4) In the event of the introductio 
of natural gas, the coke plant could bd 
used for needed standby purposes 
When not being so used it could dis 
pose of excess gas produced to indus 
tries located nearby and served by sep 
arate transmission mains. 

(5) Because of its chemical proper. 
ties and specific gravity, coke oven gas 
constitutes a more satisfactory basic 
ingredient for replacement of natural 
gas than water gas. 

(6) The coke plant could be used 
for “peak shaving” under natural gas 
operation ; that is, it could produce gas 
which when mixed with butane or pro- 
pane could be substituted for natural 
gas during periods of peak demand, 
thereby reducing the take from the nat- 
ural gas transmission line. This, it is 
asserted, would improve the load fac- 
tor for purchased gas which would de- 
crease the unit cost of such gas. 

(7) Ownership of Coke Company 
stock would simplify the problems in- 
volved at the time of the change-over 
from manufactured gas to natural gas 
by making it possible to maintain man- 
ufactured gas supplies, in the interior 
of Milwaukee, while converting to nat- 
ural gas in the outlying areas. 

(8) The continuation of Coke 
Company as a going concern, paying 
taxes, employing 400 to 500 men, and 
furnishing a necessary fnel to the com- 
munity would be assured. 


I shall now discuss each of the con- 
tentions in the order listed above: 

(1) It may be that the price con- 
tained in the present purchased gas 
contract is relatively low when com- 
pared with prices contained in con- 
tracts of a similar nature. However, 
it does not follow as a matter of course 
that such price would be increased un- 
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der diverse ownership of the gas and 

coke plants. The evidence shows that 
over a period of years operations of 
Coke Company have been profitable 
and no evidence was presented to show 
that it was making an inadequate prof- 
it from the sale of gas. Furthermore, 
prior to 1928 before Gas Company 
and Coke Company became affiliated, 
the price for coke oven gas was rela- 
tively low. Consideration must be 
given to the fact that the sale of gas is 
essential if Coke Company is to oper- 
ate profitably. On the basis of the in- 
formation available, it appears that the 
basic reasons for the relatively low rate 
for coke oven gas are the comparative- 
ly low investment and high efficiency 
of the coke oven plant. This condition 
would not be necessarily altered by the 
separate ownership of Coke Company 
stock. 


(2) There is no evidence in this 


record to show that separate owner- 
ship of Gas Company and Coke Com- 
pany would result in a reduction in the 
quality and quantity of gas produced 
by the coke plant. As a matter of fact, 
the limited evidence presented is to the 


contrary. The evidence shows that 
prior to 1928, when there was separate 
ownership, the coke plant produced 
such gas as the utility required of it 
and no criticism was offered relative 
to the quality of such gas. It is a gen- 
erally recognized fact that contracts 
between gas utilities and nonutility 
coke oven plants throughout the coun- 
try, contain provisions for meeting the 
utility requirements for gas from time 
to time. These provisions pertain 
both,to_quantity and quality. The as- 
sumption of such obligations by a non- 
utility coke oven plant is a normal and 
well-recognized contractual consider- 
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ation in the sale of gas. It is one of 
the duties which is generally assumed 
by a coke oven plant in consideration 
of securing a firm and stable market 
for the disposal of its excess gas, even 
to the point where production of coke 
may be impaired, or the direct cost 
of such production increased. 

(3) The contention raised relative 
to the effect of diverse ownership on 
coérdination between Gas Company 
and Coke Company is substantially 
similar to that raised in (2) above. 
There is no evidence that substantially 
the same degree of codrdination could 
not be achieved by arm’s-length ar- 
rangements between the companies. 
The principal instance cited to show 
the close codrdination achieved was 
the substitution of petroleum fuel 
underfiring to release additional coke 
oven gas. However, it should be 
pointed out that, while Coke Company 
accommodated its facilities to make it 
possible, the excess cost of such pro- 
duction was underwritten by Gas 
Company. Such coédrdination be- 
tween a gas utility and a nonutility 
coke oven plant with a supply of gas 
to sell constitutes a normal commercial 
relationship, which is by no means 
dependent upon identity of owner- 
ship. 

(4) The necessity of the coke oven 
plant for standby purposes with dis- 
tribution of natural gas is difficult of 
precise determination. Concerning its 
use for standby purposes, it is signif- 
icant, but by no means controlling, 
that nowhere else in the United States 
is a coke oven plant being so used. 
However, the evidence is undisputed 
that if the coke oven plant is needed, 
it will supply gas of such chemical con- 
tent and specific gravity as to be readi- 
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ly adaptable as a replacement for nat- 
ural gas inan emergency. Consequent- 
ly the determining factor is, whether 
under natural gas operation, the 
amount of standby capacity, which 
could be furnished. by the coke oven 
plant, is necesary in the event of a 
major pipe line failure. There appear 
to be no adequate or precise guide- 
posts pointing to the solution of this 
problem. 

The evidence is somewhat contra- 
dictory. Witnesses testified that (a) 
the amount of standby capacity should 
be equal to the domestic load, after 
full development, and (b) that it 
should be able to replace all require- 
ments in eight months of the year, 
exclusive of winter months. However, 
there is also competent testimony that 
almost invariably when a change-over 
from manufactured to natural gas oc- 
curs the amount of standby capacity 
is determined by the utilization of 
existing production capacity which 
can be converted to produce gas 
which is interchangeable with natural 
gas. 

In 1944 the maximum send-out in 
a day, expressed in terms of 1,000 
BTU gas, was approximately 19,500 
thousand cubic feet. The average 
daily send-out expressed in similar 
terms was approximately 15,225 thou- 
sand cubic feet. The record shows 
that within approximately five years 
after the introduction of natural gas 
a peak day send-out of approximately 
100,000 thousand cubic feet is expect- 
ed. The amount of standby capacity 
which Gas Company would have 
available under natural gas is approx- 
imately as follows: 


M cu. ft 
(a) Water gas equipment when en- 
riched with oil 15 
(b) anes holders—21,000 M cu. ft. 
less 2, M cu. ft. to maintain 
seals and maintain holders in 
operating condition 


Subtotal 34 
(¢) Coke oven plant—23,000 M cu. ft. 
plus 5, M cu. ft. liquefied 
petroleum gas 28 


In addition to the amounts shown 
by the above subtotal, which excludes 
coke oven gas, it is probable that ex- 
isting liquid butane storage of 54,000 
gallons could be utilized under emer- 
gency conditions to supply additional 
capacity. However, standby capacity 
based upon storage is not immediately 
replaceable and, therefore, is available 
for a limited period. 

On the basis of the forecasted devel- 
lopment at the expiration of five years 
of natural gas service, the total stand- 
by capacity shown above would equal 
about 62 per cent of the forecasted 
maximum peak day load. For inter- 
mediate periods, the percentage would 
be higher and, no doubt, for the first 
half of the 5-year period would ex- 
ceed 100 per cent of the forecasted 
peak day. Without the coke plant 
standby, the percentage of standby 
would be approximately 34 per cent 
of the fifth year, and correspondingly 
higher percentages for the first years. 
For the first half of the 5-year pe- 
riod the percentage of standby capacity 
without the coke plant would probably 
exceed 50 per cent. 

The holders are more adaptable for 
standby capacity for natural gas than 
under manufactured gas operations. 
Under the latter the holders are used 
principally to meet hourly fluctuation 
in demand and supply. Since at times 
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the demand for gas in a day is in ex- 
cess of the supply, proper operating 
practice requires that during periods 
of heavy load the holders be kept as 
near filled as possible. However, 
under natural gas operation such a 
condition will not exist so that almost 
the full capacity of the holders can be 
kept in reserve in the event of any in- 
terruption in supply. 

The occasion for the use of local 
standby facilities would be an inter- 
ruption in the supply of natural gas 
from the transmission line. In eval- 
uating the need of Gas Company for 
standby facilities, consideration must 
be given to the geographical location 
and other physical characteristics 
which are pertinent and related to its 
position in respect of potential natural 
gas transmission lines. I take notice 
of the fact that there is now pending 
before the Federal Power Commission 
in docket G-—669 an application by 
Michigan-Wisconsin Pipe Line Com- 
pany to serve, inter alia, the Mil- 
waukee area. This company proposes 
to construct a transmission line from 
the Hugeton field in Texas to the 
Austin field in Michigan, with a lat- 
eral extending into Wisconsin to sup- 
ply Gas Company and other consum- 
ers. The line is to be so constructed 
and so operated by utilization of 
underground storage in Michigan 
that, under emergency conditions, gas 
can be received by Gas Company ei- 
ther from Texas or Michigan. Conse- 
quently, in so far as the main trans- 
mission line is concerned, it would 
require simultaneous breaks on both 
sides of the Wisconsin lateral to in- 
terrupt the supply to Wisconsin. 
Even in the event of such a misfor- 
tune, the line pack in the Wisconsin 
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lateral would delay for many hours the 
total cessation of gas deliveries. 

The area traversed by the Wiscon- 
sin lateral, whether served by Mich- 
igan-Wisconsin Pipe Line Company, 
or other potential sources having 
transmission lines in Northern Illinois, 
is not a difficult terrain nor subject 
to the hazards of washouts. In these 
respects it compares most favorably 
with any part of the area between 
Milwaukee and the source of supply. 
The number of stream crossings would 
be very few, and none would be of 
major consequence. The streams 
themselves are not subject to the 
“flash floods” which create so much 
havoc in the western states. Natural 
Gas Pipeline Company of America, 
which is a potential supplier of gas 
to the applicant, has “looped’’ lines 
between its source of supply and prin- 
cipal markets. Consequently, the risks 
of a prolonged interruption of supply, 
which would extend beyond the period 
that could be met with “line pack” 
and applicant’s holder and converted 
water gas facilities, are at a minimum. 

Testimony was presented that, 
ideally, the best source of standby 
would be duplicate transmission line 
facilities. If consideration is given, 
either to the price prosposed to be 
paid for the Coke Company stock, or 
the capitalization of the tentative 
standby charge to be paid to the Coke 
Company (variously estimated to be 
from $150,000 to $200,000 per year), 
it seems probable that such an amount 
would be adequate to furnish duplicate 
lateral facilities, if the need therefor 
should exist. 

The use of the coke plant to furnish 
interruptible gas to various industries 
located nearby is in no way dependent 
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upon its use as a standby facility. As 
a matter of fact, if not so used, the 
excess gas produced could be sold on 
a firm basis, thereby increasing the 
revenues which could be derived from 
such sales. 

(5) The evidence supports the 
company’s contention that because of 
its chemical qualities and specific grav- 
ity, coke oven gas is more desirable 
as a basic ingredient for the replace- 
ment of natural gas than carburetted 
water gas. 

(6) Testimony relative to the use 
of the coke plant under natural gas 
operation for “peak shaving” was 
rather limited. The appraisal of the 
value of the plant for such purposes 
is wholly determinable by comparing 
the savings obtained in the cost of 
purchased gas with the operating costs 
and any fixed charges which are 
properly applicable. None of the es- 


sential facts upon which such a deter- 
mination could be made is before the 


Commission in this proceeding. 
Neither the form nor the level of the 
rate at which natural gas might be 
purchased has been supplied, nor has 
the cost of operating the coke plant for 
“peak shaving” been made available. 
However, it should be pointed out that 
“peak shaving” by the use of plants 
which normally produce gas with a 
low BTU content has not been wide- 
ly adopted by other communities pur- 
chasing natural gas from pipe-line 
companies. Furthemore, the form 
of rate schedule adopted by many 
pipe-line companies is such that the 
benefits to be gained by “peak shav- 
ing” are outweighed by its cost. Most 
pipe-line companies through the me- 
dium of interruptible and dump gas 
rates are so able to control their loads 
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as to maintain the high load factor 
which is so necessary for maximum 
economy in operation. The problem 
of maintenance of high load factor 
is mitigated further in the case of 
Michigan-Wisconsin Pipe Line Com- 
pany by the proposed use of under- 
ground storage to maintain full capac- 
ity of the pipe line at all times. 

(7) It is probably true that the 
problem of change-over from manu- 
factured to natural gas would be sim- 
plified by use of the coke oven plant 
during the intermediate period. How- 
ever, the benefits to be derived are of 
such a transient and short-term nature 
as not to be deserving of much con- 
sideration in the evaluation of the 
entire proposal. 

(8) Whether or not the coke plant 
would continue to operate as a going 
concern, after the introduction of nat- 
ural gas, depends to a considerable 
extent upon the market for coke. It 
is true that it cannot operate profitably 
without a sale of its excess gas. How- 
ever, as has been previously pointed 
out, a potential sale of excess gas ex- 
ists, and such sale is in no way de- 
pendent upon acquisition of Coke 
Company by Gas Company. As a 
matter of fact, it appears that the 
revenues from such sales might be 
increased somewhat if the supply of 
gas were firm and not subject to in- 
terruption in the event the coke plant 
was used for standby or peak shaving. 

The majority opinion stresses the 
earnings of Coke Company during the 
wartime period and lays considerable 
emphasis on the assumption that be- 
fore natural gas should become avail- 
able to Gas Company, the physical 
plant of Coke Company would be 
reduced to salvage value or below, 
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thus eliminating practically any risk 
on the investment in its stock. The 
major risk, however, is that after nat- 
ural gas should be served, Coke Com- 
pany operations might be conducted 
at a loss and, if this should, occur, 
its assets would be reduced, thus, im- 
pairing the investment of Gas Com- 
pany therein. 

Based upon the foregoing analysis 
of the record in this proceeding, I 
believe there are sufficient grounds to 
justify a complete denial of the ap- 
plication for approval of the acquisi- 
tion of Coke Company. However, 
primarily because Coke Company is 
at present the major source of supply 
for gas, I could concur in authorizing 
acquisition of its stock if such author- 
ization or approval provided that, 
within a reasonable specified period 
after Gas Company shall have com- 
menced distribution of natural gas to 


its customers generally, it should dis- 
tribute pro rata to its own common 
stockholders the capital stock of Coke 


Company unless the Commission 
should then find and determine that 
continued ownership of Coke Com- 
pany by Gas Company was necessary 
for utility operations. 


With such a provision in the order 
of the Commission, the public interest 
would be protected adequately be- 
cause, if natural gas should become 
available and no showing then be 
‘made that ownership of the Coke 
Company stock was essential to public 
utility performance, Gas Company 
would then divest itself of the Coke 
Company stock, thus eliminating any 
possibility that ownership of such 
stock should become a burden on 
utility operations or on the securities 
of a public service corporation, and 
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placing the risk squarely on the com- 
mon stockholders of Gas Company, 
where it properly belongs. 

Now that the majority have ap- 
proved acquisition of Coke Company 
stock, an application for refunding of 
Gas Company’s bonds may be logically 
expected. I shall be surprised if such 
refunding plan does not contemplate 
pledging Coke Company stock as col- 
lateral security for a new issue of 
bonds, with the result that the invest- 
ment in stock of Coke Company will 
be represented in both the stock and 
bonds comprising the security struc- 
ture of Gas Company. This would 
create a natural incentive to manage- 
ment of Gas Company to hold its rates 
at a level which will enable it to earn 
on the total investment even if this 
should mean subsidization of Coke 
Company at the expense of utility cus- 
tomers. 

If the acquisition had been permit- 
ted with the conditions which I have 
set forth above, the investment in 
stock of Coke Company, even if 
pledged upon issuance of refunding 
bonds, would be subject to the prior 
condition for distribution of the stock 
in the event the Commission should 
not find continued ownership neces- 
sary to public utility operations in the 
event of the introduction of natural 
gas. Hence, this condition would ef- 
fectually safeguard public interest if 
Coke Company operations should then 
prove unprofitable. 

Finally, lest my dissent be consid- 
ered as limited to the conclusion of 
the majority above discussed, I wish 
to emphasize that I disagree with the 
opinion prepared in this case in many 
other particulars. No useful purpose 
would be served by pursuing such 
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minor disagreements in detail. Let sought without the changes there sug- 
it suffice to say that in many portions gested. (See Re Lake Superior Dist. 
of the opinion of the majority a lais- Power Co. Docket DR-2, decided 
sez-faire philosophy is expressed October 8, 1945.) Gas Company has 
which is not in harmony with the long competent legal counsel who can no 
record of public utility regulation in goybt find all proper methods of avoid- 
Wisconsin as evidenced by decisions ing tax payments without the assist- 
of this Commission and of the courts. ; “er 
: ance of this Commission. The ma- 
Nor do I approve of the gratuitous . . res in ‘ 
; ae jority are timidly sensitive as to in- 
suggestion made by the majority to : : ; 
vading managerial functions of Gas 


Gas Company, on page 20, as to a : ; 
method of avoiding payment of the Company on the major question but 


tax which would be due upon the do not hesitate to proffer advice as to 
security issue for which approval is this purely managerial detail. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Salem Gas Company 


February 5, 1946 


ETITION by gas utility for permission to apply multiple to 
PF cotuaaioen indicated by customers’ meters following in- 
crease in heating value; approval granted subject to conditions. 


Service, § 254 — Substitution of propane-air gas — Change in heating value. 
1. Substitution of propane-air gas for manufactured gas, with a resulting 
change in heating value from 530 stu per cubic foot to 742 stu per cubic 
foot, was held not to be inconsistent with the public interest where a com- 
pany, as a result of high production costs, was experiencing a substantial 
operating loss in supplying manufactured gas, p. 182. 


Rates, § 383 — Gas — Change in heating value — Application of multiplier — 
Retroactive date. 
2. The application of a multiplier of 1.4 to the consumption indicated by 
customers’ meters was held not to be inconsistent with the public interest 
where a company had changed from manufactured gas to propane-air gas, 
with a 40 per cent increase in heat units per cubic foot; and the revised 
billing practice was permitted to become effective as of the time when it had 
been introduced, as the company through misunderstanding had failed to 
obtain prior approval of the Board, p. 182. 
Rates, § 246 — Schedules — Revision of billing practice — Application of mul- 
tiplier — Change in heat units. 
3. Changes in the heating value standard and accompanying changes in 


billing practice, by application of a multiplier to the consumption indicated 
by customers’ meters because of the higher heat units delivered, are changes 
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or alterations of existing classifications within the meaning of Conference 


Ruling No. 15, p. 182. 
Rates, § 379 — Gas — Therm basis. 


4. A company which has changed from manufactured gas to propane-air 
gas with a higher heating unit standard should restate its rates on a therm 
basis, as preferable to the application of a multiplier to volumetric use, 


p. 183 


Service, § 337 — Gas — Heating standard — Deviation. 
5. A gas utility which has converted to propane-air gas having a heating 
value of 742 stu per cubic foot should maintain the standard with as lit- 
tle deviation as practicable, and to this end the average total heating value 
on any one day should not exceed or fall below by more than 2 per cent 
the monthly average standard, p. 183. 


APPEARANCES: Alfred E. Driscoll, 
for the petitioner; W. Smith, for the 
city of Salem. 


By the Commission: This matter 
came before the Board on petition of 
Salem Gas Company, for permission to 
change its method of billing by apply- 
ing a multiple of 1.4 to the consump- 
tion indicated by the customer’s meter 


in computing bills for service under 
existing rate schedule. The Board 
suspended the aforementioned change 
in method of billing pending hearing 
and determination. 

From an examination of the record 
made at hearing held on November 
8, 1945, it appears that: 

1. The company had been supply- 
ing manufactured gas produced at its 
plant at Salem, New Jersey. 

2. Operational difficulties were ex- 
perienced because of the unsatisfac- 
tory condition and inadequate capac- 
ity of its gas production facilities. 

3. As a result of high production 
costs the company was also experi- 
encing a substantial operating loss. 

4. After investigation the compa- 
ny determined that substitution of 
propane-air gas for manufactured gas 
offered the most feasible solution to 
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the problem of providing adequate 
service at reasonable cost. 

5. The company, accordingly, ar- 
ranged to install facilities to permit 
the supply of propane-air gas. 

6. After an experimental period it 
effected a complete change-over to 
propane-air gas operation on April 23, 
1945. 

7. The manufactured gas had a 
heating value of approximately 530 
B.T.U. per cubic foot. The propane- 
air gas now being supplied has a heat- 
ing value of 742 stu per cubic foot, 
or 40 per cent more heat units per 
cubic foot than the manufactured gas. 

8. The company, at its own ex- 
pense, has adjusted customer appli- 
ances so as to make them suitable for 


. use of the new gas, and such further 


appliance adjustments as may be re- 
quired to permit the proper use of 
the new gas are also to be made at the 
expense of the company. 


9. No customer complaints relat- 
ing to the adequacy of service have 
been received since the introduction of 
propane-air gas. 

10. With propane-air gas, cus- 
tomers should be able to reduce their 
volumetric use in proportion to the 
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increased number of heat units per 
cubic foot of gas supplied. 

11. The company’s revenues would 
be sharply reduced by supplying high- 
er BTU gas if no compensating change 
in billing was effected. 

12. The company, without prior 
approval of this Board, changed the 
method of billing by introducing a 
multiplier of 1.4 times the indicated 
consumption on the customer’s meter, 
effective with bills rendered in July, 
1945. 

Failure to obtain prior approval of 
this Board was attributed by the 
company to a misunderstanding on its 
part as to the necessity for such ac- 
tion, since the use of the mutliplier 
was merely intended to compensate 
for the increased heat units deliveted 
and was not intended to increase rev- 
enues or bills to customers. 

13. The use of the multiplier has 
not resulted in any general increase in 
revenues or customers’ bills, and some 
reduction has, in fact, been experi- 
enced in both customers’ bills and rev- 
enues after introduction of the new 
gas and application of the multiplier. 

14. Accompanying the use of the 
propane-air gas there has been a suf- 
ficient reduction in operating cost so 
that the company, after giving effect 
to the application of the multiplier, 
is experiencing a small operating in- 
come instead of a substantial operat- 
ing loss under the previous method of 
operation. 

[1-3] From a review of the evi- 
‘ dence and all authorities that have 
come to our attention it appears that 
with proper adjustment of appliances, 
decrease or increase of the BTU content 
is followed by increased or decreased 
consumption of gas in proportion to 
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the change in heating value. To il- 
lustrate: where service is sold on a 
volumetric basis, as in Salem, when a 
cubic foot of manufactured gas goes 
through the customer’s meter some 
530 Bru are delivered. However, 
when a cubic foot of propane-air gas 
goes through the meter some 742 
BTU are delivered, or 40 per cent 
more heat units than contained in the 
manufactured gas. As long as appli- 
ances are suitably adjusted a cus- 
tomer need only use 1.0 cubic feet of 
742 BTU propane-air gas to obtain 
the same service as with 1.4 cubic feet 
of 530 Bru manufactured gas. It 
would appear, therefore, that the 
change in billing practice has been 
calculated to result in a charge for a 
given number of heat units that will 
be the same for propane-air gas as 
manufactured gas. 

The Board, therefore, finds that the 
change in the heating value of the 
gas and the application of a multiplier 
of 1.4 to the consumption indicated by 
customers’ meters are not inconsistent 
with the public interest and that the 
company’s application should be ap- 
proved. 

In view of the attitude of the com- 
pany with respect to the improvement 
of service, and the steps already tak- 
en in that direction by the present 
management, and since there appeared 
to be some doubt as to whether the 
change in heating value and use of 
adjusting multiplier constituted such 
a change or alteration of an existing 
classification as requires compliance 
with the provisions of Conference 
Ruling No. 15, the Board will permit 
the revised billing practice to become 
effective as of the time when it was 
introduced, i. e., with bills rendered 
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in July, 1945. So that there will be 
no further misunderstanding, the 
Board desires to make it clear that 
changes in the heating value standard 
and accompanying changes in billing 
practice are deemed to be changes or 
alterations of existing classifications 
within the meaning of Conference 
Ruling No. 15. 

[4] It should be recognized that a 
gas customer is in reality only pur- 
chasing heat units and is, therefore, 
not concerned with the price per cubic 
foot and the heating value of the gas 
as separate factors, but is only con- 
cerned with the cost per heat unit de- 
livered. The application of a mul- 
tiplier to volumetric use is an indirect 
method of adjusting for a change in 
the number of heat units delivered. 
This method may be confusing to some 
customers and since the same pur- 
poses can be accomplished without af- 


fecting charges to customers by re- 
stating the rates for service on a heat 
unit basis, commonly referred to as 
the therm basis, the Board is of the 
opinion that it will be in the public 
interest to restate the schedule of rates 


on a therm basis. The company is, 
therefore, hereby ordered to file with 
the Board for its approval, within 
ninety days from the date of this de- 
cision and order, a restatement of its 


rates for service on a therm basis. 

[5] The Board’s findings are con- 
ditioned upon maintenance of the 
monthly average heating value of the 
gas at not less than 742 Bru with as 
little deviation as practicable and to 
this end the average total heating val- 
ue on any one day should not exceed 
or fall below by more than 2 per cent, 
the monthly average standard of 742 
BTU. 

In reaching its findings in this mat- 
ter, the Board recognizes that the sup- 
plying of propane-air gas is a new 
venture and that charges for service 
should not be based upon past costs 
experienced in connection with the 
supply of manufactured gas. The 
Board, will, therefore, retain jurisdic- 
tion in this matter for the purpose of 
investigating and giving further con- 
sideration to the effect that the fur- 
nishing of said new gas and change 
in billing practice will have on the 
revenues and expenses of the petition- 
er and to the relation between con- 
sumption and heating value of said 
new gas. If it develops at the end of 
the first full year’s operation under the 
new conditions that the effect upon 
customers is such that a revision of the 
method of billing herein prescribed is 
required, the Board will, on its own 
motion, institute such revision. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Southwestern Bell Telephone Company 


Case No. 10,076 
January 29, 1946 


ROCEEDING to settle a controversy between nationwide and 
Procat telephone companies over the division of toll charges; 
maintenance of the interconnection between the companies and 

application of standard toll division agreement ordered. 


Telephones, § 9 — Commission jurisdiction — Division of toll charges — Threat 


to service — Public interest. 


1. The Commission has jurisdiction over a controversy between a local 
telephone company and an interstate telephone system as to the proper 
division of toll charges, whether or not the parties have agreed to arbitrate, 
where a break in service, threatened by the inability of the companies to 
settle the controversy, makes the interest of the telephone-using public para- 
mount to the private interests of the companies, p. 185. 


Telephones, § 14 — Division of toll charges — Reasonableness. 
2. A toll division agreement between local telephone companies and an 
interstate telephone system was considered fair and reasonable where the 
earnings of the system were not disproportionate to the valuation of its 
toll property in the state and where each succeeding agreement was to the 
increasing advantage of the local companies, p. 187. 


By the Commission: Upon infor- 
mation brought to the attention of the 
Commission to the effect that a con- 
troversy with a public interest exist- 
ed between the southwestern Bell 
Telephone Company and D. A. Rice 
operating telephone exchanges as the 
Doniphan Telephone Company, unin- 
corporated, over the division of tolls 
collected by D. A. Rice, the Com- 
mission instituted this proceeding. 
An inquiry and investigation was 
entered upon for the purpose of 
determining the reasonable and 
proper division of toll revenues 
between D. A. Rice, doing busi- 
ness as Doniphan Telephone Com- 
pany (in the Wayne county portion 
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of his operation), and the South- 
western Bell Telephone Company, 
herinafter referred to as The Bell. 
The Bell had threatened to disconnect 
its toll lines with Rice’s said Wayne 
county system, thereby denying the 
public service by Rice’s said system 
the long-distance telephone service 
then provided by connection with The 
Bell system. Likewise the patrons 
of The Bell system would be denied 
telephonic communication with pa- 
trons of Rice’s said system. By its 
order instituting this inquiry the Com- 
mission required Bell to maintain its 
existing toll connection with Rice’s 
system and Rice to accept toll service 
from Bell for the time being. 
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Both Bell and Rice were required 
to furnish all information necessary 
for the proper determination of the 
issues involved. After considerable 
preparation by the parties the case was 
heard and submitted. 

The evidence shows that Rice is, 
in a sense, doing a telephone business 
in a dual capacity. He owns and con- 
trols the stock in Doniphan Telephone 
Company, which owns the telephone 
system serving the towns of Doni- 
phan, Neelyville, Naylor, and Oxly 
in Ripley and Butler counties. That 
company, the properties of that com- 
pany, and Rice as their owner, are 
not involved in this case. But Rice, 
operating under the assumed name of 
Doniphan Telephone Company, and 
owning the telephone system serving 
Piedmont, Greenville, and Williams- 
ville in Wayne county is one of the 
respondents in this case. The prop- 
erty is operated as a public utility. 

The Southwestern Bell Telephone 
Company is a corporation, engaged as 
a public utility in furnishing local 
exchange service in many cities and 
towns in Missouri and other states, 
and toll communication between cities 
in this state served by it, between 
cities in this state served by it and 
cities in other states served by it, be- 
tween cities in this state served by 
other telephone utility system owners 
and cities in other states served by 
other telephone utility system owners, 
and affords various combinations of 
toll line connections with the systems 
of affiliates and nonaffiliates for ren- 
dering toll service throughout the 
United States. 

It is shown that the practice of The 
Bell in providing toll service to local 
exchange systems is to enter into an 
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agreement with the management of 
the local exchange system for giving 
and receiving toll service both to and 
from such system. Its practice is to 
have these agreements conform to 
certain standardized forms. They 
are generally classified, as conditions 
may dictate, and are known as South- 
western Bell Telephone Company’s 
Traffic Agreements. At the time of 
the final hearing in this case witnesses 
for Bell stated that all telephone utili- 
ties in Missouri, including Doniphan 
Telephone Company, the corporation 
(so operating in Ripley and Butler 
counties) with the exception of Rice 
for this system of his in Wayne coun- 
ty, had executed one of its traffic agree- 
ment contracts. 

Rice contends that he is losing 
money on that part of his Wayne 
county system allocated to the render- 
ing of toll between his system and Bell 
system and claims for that reason, the 
Commission allowed him by Bell for 
tolls he collects for service had between 
the two systems is not sufficient and 
will not be sufficient under any agree- 
ment proposed by Bell. Rice then 
proceeds to determine what portion 
of the toll between his Wayne county 
system and Bell system should be re- 
tained by him. The Bell objects to 
paying Rice according to his claim and 
threatens to disconnect from Rice 
system thereby severing toll service 
between Rice’s system and all other 
telephone systems in the United States, 
including Bell. 

[1] The question is raised as to 
whether the Commission may have 
jurisdiction over the issues raised and 
the parties involved in this controver- 
sy. Of course, both intrastate and 
interstate service may be involved in 
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this controversy but that division of 
issues is not raised and the solution 
of the intrastate features will doubt- 
less solve both and interstate features 
do not need to be dwelt upon fur- 
ther. The Commission takes the po- 
sition that it has jurisdiction of 
both respondents upon the issues in- 
volved. 

The contention is made that since 
both respondents have not agreed to 
an arbitration of their controversy, as 
provided by § 5697 Rev Stats Mo 
1939, we have no jurisdiction of this 
dispute. The Commission might ac- 


cept the claim that it has no jurisdic- 
tion of this controversy if only the 
rights of the respondents were affected 
and the public were not interested. 
That section requiring this Commis- 
sion to serve as arbitrators when 
agreed to, seems to cover any private 


interests, such as a controversy be- 
tween two utilities, or a utility and 
another person regardless of whether 
the other person is a patron of the 
utility, and not to such a case as we 
have here and wherein rates, service 
and the interest of the public is in- 
volved. It is true the private interests 
of the two respondents are involved, 
but the interest of the telephone-using 
public is paramount to these private 
interests. If two utilities were to sub- 
mit to this Commission a controversy 
with request for the Commission to 
arbitrate the matter under § 5697 and 
it became evident public interest were 
involved the Commission could not 
consistently proceed under that section 
but would be bound to proceed under 
the requirements of the law as pro- 
vided for under other sections of the 
Public Service Commission Law, to 
which we will now look. 
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Revised Stats Mo 1939, § 5663, 
reads : 

“The provisions of this article shall 
apply to communication by ‘ 
telephone between one point and an- 
other within the state of Missouri 
and, to every telephone cor- 
poration.” 

Revised Stats Mo 1939, § 5664, 
Subsection 5 reads: 

“Every telephone corpo- 
ration operating in this state shall re- 
ceive, transmit, and deliver, without 
discrimination or delay, the conver- 
sations and messages of every other 

telephone corporation with 
whose line a physical connection may 
have been made.” 

Revised Stats Mo 1939, § 5670, 
Subsection 3 reads: 

“Whenever the Commission, after 
a hearing had upon its own motion 
or upon complaint, shall find that a 
physical connection can reasonably be 
made between the lines of two or more 
telephone corporations whose 
lines can be made to form a continuous 
line of communication by the construc- 
tion and maintenance of suitable con- 
nections for the transfer of messages 
or conversations, and that public con- 
venience and necessity will be sub- 
served thereby, or shall find that two 
or more . telephone corpora- 
tions have failed to establish joint 
rates, tolls, or charges for service by 
or over their said lines, and that joint 
rates, tolls, or charges ought to be 
established, the Commission may, by 
its order, require that such connec- 
tion be made and the conver- 
sations be transmitted and messages 
transferred over such connection un- 
der such rules and regulations as the 
Commission may establish, and pre- 
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scribe through lines and joint rates, 
tolls and charges to be made, and to 
be used, observed and in force in the 
future. Jf such telephone corpora- 
tions do not agree upon the division 
between them of the cost of such 
physical connection or connections or 
the division of the joint rates, tolls or 
charges established by the Commis- 
sion over such through lines, the Com- 
mission shall have authority, after 
further hearing, to establish such di- 
vision by supplemental order.” 

(Italics ours. ) 

The Commission is of the opinion 
that its duty is to determine the is- 
sues involved herein and that it has 
jurisdiction to do so, because of: the 
public interest involved. Such pub- 
lic interest justified our order to Bell 
not to sever service, as it had threat- 
ened to do after Bell and Rice were 
unable to agree upon the division of 
tolls. Had we failed to make our 
order the severance would have oc- 
curred and the public would have 
suffered in the loss of the services af- 
forded to them by the connections in 
question merely because of this con- 
troversy over the division of the tolls 
and charges. 

[2] Rice’s Wayne county system 
has and owns toll lines between the 
towns of Piedmont, Greenville, and 
Williamsville, the towns served. The 
Bell Company makes toll contact with 
Rice at his Piedmont and Williams- 
ville switchboards. These connec- 
tions for toll have existed for many 
years and no issue has been raised 
herein as to whether calls received 
or originated at either 
should be taken at the other. 

The Bell Company shows it enters 
into an agreement for toll connections 
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exchange 


under a standard form contract known 
as “traffic agreement.” This com- 
pany filed in this case as Bell Exhibits 
No. 1-A, 1-B, and 1-C in printed form 
used at different dates. Exhibit 1-A 
was used from October, 1940, for- 
ward until Exhibit 1-B replaced it as 
of August, 1942. In turn form Ex- 
hibit 1-B was replaced by form desig- 
nated as Exhibit 1-C as of July, 1943. 
Form Exhibit 1-C is the contract form 
now Offered to Rice. Rice has re- 
fused to accept connection for toll 
under any of these. He contends that 
he is experiencing serious losses on 
his property used in the toll business 
between his system and The Bell sys- 
tem. He does not attack the fairness 
of the standard agreements except as 
they apply to his Wayne county sys- 
tem. As stated above, he has an 
agreement for toll division for his 
Doniphan, Neelyville property. 

To prove he is losing money on his 
Wayne county property he employed 
expert appraisers and accountants to 
appraise his property in Wayne coun- 
ty, examine his operations and rec- 
ords, allocate the property to its vari- 
ous users, local exchange, local toll, 
and long-distance toll service. He also 
had the experts to allocate his reve- 
nues and expenses for the purpose of 
showing the need for additional reve- 
nues from his long distance toll busi- 
ness. This information was all pre- 
pared by an engineering firm, and the 
evidence so prepared was presented 
under the direction of able counsel em- 
ployed by Rice. 

The Bell Company did not present 
evidence concerning Rice’s property, 
taking the position it was not afforded 
the opportunity to examine and study 
the system. It did scrutinize Rice’s 
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evidence by close cross-examination 
to show its weaknesses. 

Briefs have been filed by both re- 
spondents and the Commission has 
studied them with considerable inter- 
est because of the unusual matters 
involved in this case. No further 
detailed presentation of the studies 
made of the evidence is necessary to 
find the proper solution of the contro- 
versy before us than what follows. 


The brief filed in behalf of Rice 
points out, and the evidence of his 
witnesses purports to show that the 
total valuation of Rice’s Wayne coun- 
ty property as of October 1, 1944, 
was $48,527.23, and of that they al- 
located $37,085.23 to Bell toll use, 
$3,106.85 to local use, and $8,335.15 
to local exchange use. The evidence 
adduced by him also purported to 
show that the total revenues for the 
year ended September 1, 1944, were 
$9,989.30 of which his witnesses al- 
located $4,286.32 to Bell tolls, $353.56 
to local toll, and $5,349.42 to local 
exchange service. Furthermore it 
was claimed that the total expenses 
for that period were $14,359.88, of 
which they allocated $9,626.44 to Bell 
toll, $801.93 to local toll, and $3,931.- 
51 to local exchange service. Those 
figures if true indicate that Rice is 
losing money on both The Bell toll 
and local toll service and that he had 
for return $1,417.91 on local exchange 
property found by his appraisers to 
have a value of $8,335.15. That 
amounts to a return of 17.0 per cent on 
his local exchange system. It is diffi- 
cult to understand how this respondent 
can realize a return of 17 per cent 
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from his primary utility business in 
Wayne county particularly when we 
observe he has on file the following 
basic rates for that service: 


Business Residence 
Telephone Telephone 


$1.75 
1,75 
1,50 
Those rates are about as found 
throughout the state for service ren- 
dered in small communities. In all of 
our investigations of small telephone 
exchanges we have not found the 
owners have realized anything like 
17 per cent for return on their primary 
business. If Mr. Rice is realizing 


Piedmont 
Greenville 


a return of 17 per cent on his local 
exchange property his rates should 
be reduced. 

Rice’s Exhibit No. 1 prepared by 
his engineers shows he was furnishing 
telephone service in Wayne county 


through 188 telephone stations. Like- 
wise the total depreciated value of the 
property used in rendering that serv- 
ice was $48,527.23 or $259 per sta- 
tion. The reproduction cost or value 
of the property found in like manner 
was $56,967.59 or about $303 per 
station. The Commission has had its 
staff make appraisals of many tele- 
phone properties in Missouri, both as 
to original cost and reproduction cost, 
but has never had information that 
the exchange properties, in their en- 
tirety, cost anything like $259 or $303 
per station. The records in the cases 
shown below indicate the information 
about as presented to the Commission 
and final determinations of the mat- 
ters involved have not changed those 
facts materially. 
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Date of 
Appraisal 
12/31/40 


Towns 


Lebanon 
Jefferson City 
Centralia 


Senath 


CO. 


Sub- Orig. C.R.L.D 
scriber Cost per per 
Stations Station Station 


” Trended 
to 1/1/46 


12/31/38 


In the early stages of this contro- 
versy the Commission sent its account- 
ants to examine Rice’s books and 
records. They reported there were 
no suitable records or books kept by 
Rice from which any information 
could be gleaned for presentation to 
the Commission. Furthermore in 


view of Rice’s claim of inadequate 
revenues the Commission has been re- 
luctant to send its engineering staff 
to this system (and at its expense) for 
the purpose of determining the repro- 
duction or original cost of the prop- 


erty. If Rice’s property approaches 
$114 per station and allocations. of it 
are made as presented in this case Rice 
will be realizing close to 37 per cent 
for return on his local exchange prop- 
erty. 

We are unable to give credence to 
the testimony given respecting the 
values of the property and the alloca- 
tions thereof, and neither such values 
or their allocations is accepted herein 
as convincing proof thereof. Al- 
though Rice produced testimony pur- 
porting to show there were excep- 
tional and peculiar conditions sur- 
rounding the location and operation 
of these properties to support his pro- 
posed valuations and the allocations 
thereof, which are contrary to com- 
mon experience and our own in tele- 
phone operations, we still are unable, 
after giving full credit thereto, to find 
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Arithmetical Average $114.28 


that there is such a difference as will 
warrant us in finding the values and 
allocations proposed by him to be true 
and correct, and to thereby reach a 
conclusion that The Bell’s proposed 
division of the tolls and charges shown 
in its traffic agreements are unreason- 
able or unfair. 

The Commission cannot find that 
Rice has shown that the division of 
the tolls and charges as set forth in 
these standard traffic agreements of- 
fered by The Bell have been or are un- 
reasonable and unfair. On the other 
hand, this Commission believes that 
such divisions have been and are rea- 
sonable and fair, and so finds. The 
present form now in use has been ac- 
cepted by all other telephone systems 
in this state (including Mr. Rice’s 
Doniphan, Neelyville system) who do 
business with The Bell. It was shown 
in evidence that The Bell Company 
earned only 3.01 per cent in 1941 on 
all its toll property in Missouri. Each 
succeeding traffic agreement in the 
divisions of tolls has been to the in- 
creasing advantage of such local sys- 
tems. 

It is, therefore, the conclusion of 
this Commission, that the said Rice 
system and The Bell system should 
continue to be interconnected for toll 
service to the public and that the di- 
vision of the tolls as provided for in 
the standard traffic agreements, Bell 
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Exhibits 1-A, 1-B, and 1-C, for the 
periods of times during which they 
were used were fair and reasonable 
and that traffic agreement Bell Ex- 


hibit 1-C be established as the lawful 
division of the revenues received 
therefrom, until further order of this 
Commission. 





NEW YORK SUPREME COURT, NEW YORK COUNTY, 
SPECIAL TERM, PART III 


Leon Leighton et al. 


New York Telephone Company 


— Misc —, 61 NYS2d 112 
March 15, 1946 


OMPLAINT seeking damages for failure of telephone com- 

pany to supply service by recapturing extension instruments 

of residential subscribers; motion to strike out defenses denied 

and cross-motion to dismiss complaint granted. For related case 

involving mandamus to obtain service, see (1245) 184 Mise 
827, 60 PUR(NS) 209, 55 NYS2d 193. 


Discrimination, § 229 — Telephone service — Shortage of instruments — Failure 


to recapture extension sets. 


A statute requiring telephone corporations to furnish adequate facilities 
and prohibiting discrimination in service does not require that a telephone 
company, during a period when there is a shortage of instruments, recap- 
ture extension telephones in residences in order that service may be sup- 


plied to a new applicant. 


APPEARANCES: Leon Leighton, of 
New York city, for plaintiffs; Ralph 
W. Brown, of New York city (Bleak- 
ley, Platt & Walker, Frarik A. Fritz, 
and Arthur C. Patterson, all of New 
York city, of counsel), for defend- 
ant. 

STEUER, J.: The motion is to 
strike out the separate defenses and 
there is a cross-motion to dismiss the 
complaint. In effect, the defenses are 
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arguments, more or less particularly 
supported by factual allegations, as to 
the invalidity of the complaint. The 
complaint alleges that the plaintiffs on 
August 21, 1944, made application to 
the defendant telephone company to 
have the latter furnish them telephone 
service. This request was refused on 
the ground that defendant did not 
have sufficient instruments to supply 
plaintiffs or numerous others who had 
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made similar applications prior to 
plaintiffs. Such service was supplied 
to plaintiffs beginning November 20, 
1945. Damages are sought for fail- 
ure to supply service during the in- 
terim. The basis of the plaintiffs’ 
claim is that at the time in question 
there were about 90,000 applicants ap- 
plying for service; that during the 
same period there were about 120,000 
subscribers in residences who had ex- 
tension telephones, that is, in excess 
of one telephone in the residence. It 
is further alleged that defendant had 
the legal right to remove these exten- 
sion instruments upon ten days’ notice 
but that it failed to do so, despite 
plaintiffs’ express request that it 
should. 

Plaintiffs claim that defendant vio- 
lated § 91 of the Public Service Law, 
the pertinent parts of which read: 

“(1) Every telephone corporation 
shall furnish and provide with respect 
to its business such instrumentalities 
and facilities as shall be adequate and 
in all respects just and reasonable. 


“(3) No 
ration shall make or give any undue or 
unreasonable preference or advantage 


telephone corpo- 


to any person or subject any 
particular person to any un- 
due or unreasonable prejudice or dis- 
advantage in any respect whatsoever.” 

Plaintiff also relies upon the com- 
mon-law duty of impartial service to 
all members of the community. People 
ex rel. Perceval v. Public Service 
Commission (1914) 163 App Div 
705, 148 NYS 583. The complaint 
stands or falls on the question of 
whether the failure to take steps to 
recapture the extension instruments 
subjects those applying for service to 
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unreasonable prejudice or disadvan- 
tage or deprives them of impartial 
service. 

The basis for suit is § 93 of the 
same act, the pertinent parts of which 
read as follows: 

“In case any telephone cor- 
poration shall do or cause to be done 
or permit to be done any act, matter, 
or thing prohibited, forbidden, or de- 
clared to be unlawful, or shall omit 
to do any act, matter, or other thing 
required to be done, either by law of 
the state of New York by this chapter 
or by any order of this Commission 
such telephone corporation 
shall be liable to the person 
affected thereby for all loss, damage, 
or injury caused thereby or resulting 
therefrom. “ 

There is pleaded no order of the 
Commission and no statute or com- 
mon law of the state is relied on other 
than § 91 set out above. It would 
therefore appear that there is no fail- 
ure to do any act specifically required 
to be done. It is true that the grava- 
men of plaintiffs’ action is an omis- 
sion to do an act—namely, to recap- 
ture the extension instruments. But 
the performance of this act is not re- 
quired to be done unless it is a neces- 
sary consequence of the prohibition 
against subjecting any person to prej- 
udice or disadvantage. For two rea- 
sons it would appear that this is not 
the case—firstly, because the contem- 
plated recapture would require the 
withdrawal of service admittedly prop- 
er when provided, with the resulting 
necessity of decision at defendant’s 
peril in each instance whether the re- 
capture did not in itself constitute a 
prejudice to the holder of the exten- 
sion, equal or greater than that to be 
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suffered by the proposed applicant. 
No great ingenuity is needed to pro- 
pose several instances where the re- 
capture would effect the greater prej- 
udice. Secondly, the enabling section 
(§ 93 supra) giving the cause of ac- 
tion contemplates the disobedience of 
a positive command or injunction. It 
would be rather unusual to interpret a 
statute penal in its nature as calling 
for action so remote from its con- 
text. 

In the thirty-six years that these 
statutes have been in effect, no inter- 
pretation such as would be required to 
maintain plaintiffs’ position is to be 
found. Plaintiffs do call attention to 
decisions under § 65(3) of the Public 
Service Law, which is a section of 
similar import but applicable to gas 
and electric corporations. Park Ab- 


bott Realty Co. v. Iroquois Nat. Gas 


Co. (1918) 102 Misc 266, 168 NYS 
673, affirmed (1919) 187 App Div 
922, 174 NYS 914, and Public Serv- 
ice Commission v. Iroquois Nat. Gas 
Co. 189 App Div 545, PUR1920B 
888, 179 NYS 230, affirmed (1920) 
229 NY 592, 129 NE 921. Disre- 
garding the effect of subsequent deci- 
sions which seem disposed to limit the 
above more or less to their particular 
facts (People ex rel. Pennsylvania Gas 


Co. v. Public Service Commission, 196 
App Div 514, PUR1922B 84, 189 
NYS 478), and adopting the interpre- 
tation of the facts for which plaintiffs 
contend, a natural gas company must 
accept as a customer any person whose 
premises are readily accessible to the 
defendant’s gas mains despite the fact 
that the supply of gas is not sufficient 
to fill the needs of existing customers. 
Assuming this to be the law (which 
for the reasons above stated I do not 
believe it to be), it would be neither 
controlling nor even analogous to the 
situation here involved All that the 
gas company was required to do, was 
to supply old and new customers with- 
out discrimination as long as its sup- 
ply held out. The telephone company 
is asked to decide whether facilities it 
had hitherto supplied to old customers 
should be removed for the benefit of 
new ones, and this despite any equities 
that may exist. 

The conclusion is that the stat- 
ute does not require the action con- 
templated in the complaint and the 
complaint consequently does not state 
a cause of action. The motion is 
therefore denied and _ cross-motion 
granted, with leave to plaintiffs to 
serve an amended complaint on or be- 
fore March 25, 1946, if so advised. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities ; similar information relating to 

government owned utilities; news concerning products, 

supplies and services offered by manufacturers; also 
notices of changes in personnel. 











, ! 
Contracts for Labor Only Under 
New REA Policy 


URAL ELECTRIFICATION ADMINISTRATION 

headquarters in Washington, D. C., ‘has 
announced a new policy of contractual pro- 
cedure for its borrowers. Under the new policy 
borrowers will be urged to let bids only on the 
labor required for their construction projects. 
The borrower will procure and furnish all ma- 
terials necessary for each job and will not 
award a contract until sufficient materials are 
assured for continuous construction. 

In announcing the new policy, J. K. 
O’Shaughnessy, chief of REA’s Engineering 
Division, declared that the new procedure will 
free both REA borrowers and power line con- 
struction contractors from the uncertainties of 
the materials situation without delaying the 
completion of rural electrification projects. 
Though the start of some projects may be de- 
layed under the new policy, he said, REA be- 
lieves that contractors working on a mass pro- 
duction schedule with materials available will 
be able to complete an entire project at an 
earlier date than the contractor who starts con- 
struction sooner but builds small sections as 
materials become available. For this reason, 
Mr. O’Shaughnessy added, the maximum time 
for completion of a contract has been reduced 
to 90 days. 

The REA official predicted that the new pro- 
cedure would encourage new contractors to 
enter the rural electrification field and stimulate 
present contractors to expand their activities. 
He continued : 

“REA borrowers, it is anticipated, will ob- 
tain lower costs and, in some cases, quicker de- 
livery by purchasing matezials directly, rather 
than through contractors. The REA Group 
Purchase Plan will be used for large orders 
of such items as meters, transformers, oil cir- 
cuit breakers and service control equipment. 
On conductors, poles and other items not avail- 
able through Group Purchase, the codperative 
will place orders directly with the manufacturer 
or distributor. 

“While REA recommends that all borrowers 
adopt this new procedure, approval wi!l be 





“MASTER*LIGHTS” 


© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 


CARPENTER MFG. CO. 


197 Master-Light Bidg., Boston 45, 
Mass. 





© Hospital Emergency Lights. 
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given to other forms of construction contracts 
when circumstances indicate that the rate of 
construction and cost will be more satisfac- 
tory.’ 


American Coach & Body Co. 
Acquires Bird-White Tower Line 


os GREINER, president of The American 
Coach & Body Company, Cleveland, 
Ohio, announces the purchase of the inven- 
tories, designs, manufacturing licenses under 
patent, tools, and machines of the Bird-White 
Tower division of the Bird-White Company, 
Chicago, Illinois. All operations will be moved 
to Cleveland, and the Bird-White Tower will 
be known as the American Tower Lift, ac- 
cording to a joint announcement by Mr. Greiner 
and Howard Holan, executive vice president 
of the company. The American Coach & Body 
Company will manufacture and sell this prod- 
uct through its usual channels, and in addition, 
it anticipates using all of the existing Bird- 
White sales and service outlets. 

The American Coach & Body Company has 
been operating under exclusive sales agreement 
with Bird-White in the utility field alone. Now, 
with the ptirchase of the Bird-White equip- 
ment, the Company extends its activities to 
other fields, including municipalities, trans- 
portation lines, and various related activities. 

With this new addition to the ACB family, 
the American Coach & Body Company’s com- 
plete line now includes the American Seagrave 
Aerial Platform Ladder, the American Re- 
volving Aerial Ladder, the American Utility 
Ladder, and the American Tower Lift. 


So. Bell Tel. & Tel. Co. Plans 
Largest Program in History 


HE SOUTHERN BELL TELEPHONE AND TELE- 

GRAPH COMPANY is planning the greatest 
expansion program in its history. It is esti- 
mated that the program will require gross con- 
struction of from $300,000,000 to $400,000,000 
during the next five-year period. 


Davey Booklet Describes 
Mobile Machine Shop 


gerne of a booklet descriptive of its 
new mobile machine shop is announced by 
the Davey Compressor Company, Kent, Ohio. 

The booklet emphasizes that the shop, 
mounted on standard trucks, includes all. of 
the equipment ordinarily assembled only. in 
large central repair depots. Basic power units 

(Continued on page 26) 
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Why dig through a 
PILE 

of Catalogs? 

Find the | 
Fitting 

you need, 

quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 















to take a 
irge ra pepe of conductor sizes; 
wit 2, 3, 4 or more bolts. 








L-M Elbows, with compression units 
giving a dependable grip on both con- 
uctors. Also Straight Connectors and 
Tees with same con- 
tact units. 










Bus Bar Clam t 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—varidus types. 


for installa- 












Type Straight Connectors 
Elbows, Tees, Ter- 


—- yn 
minals, Stud Connectors, etc. 














Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sieeve t terminals, 
screw type, shrink fit, etc. etc. 


Sleeves, Figure 8 and Oval, seamless tub- 
= ‘tinned FE ccs High conductivity 
















ing-—also 


copper ; 





Preferred er thn the 3 largest utilities and 
electrical seaentnttacere~beenane they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 
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are a 60 c.f.m. Davey Compressor, 300 Amp. 
welding generator, and 5 KW power generator. 

Time, labor and transportation expense sav- 
ings are detailed, particularly for concerns 
operating over extensive areas. Utilities, con- 
tractors, oil companies, mines, railways, street 
railway systems, highway departments, air- 
ports are regarded as principal markets. An 
invitation is extended to these organizations to 
outline their repair and maintenance equip- 
ment needs, following which Davey engineers 
will make recommendations as to specific final 
assemblies. 


East Ohio Gas Co. Plans 
$12,000,000 Expansion 


ee East Onto Gas Company has an- 
nounced a $12,000,000 expansion program 
for 1946, the largest investment of its type ever 
made in any one year of the Company’s history. 

J. French Robinson, president, said the en- 
larged facilities would more than meet the 
coming winter’s peak demand. 

Total gas transmission capacity will be in- 
creased to 474,000,000 cubic feet a day, com- 
pared with an expected top demand of 435,- 
000,000 cubic feet. Present capacity is 355,- 
000,000 


Principal expenditure in the new program 
will be approximately $5,000,000 for a 144-mile 
main transmission pipe line connecting at the 
Ohio river in Belmont county with a new sup- 
ply line of the Hope Natural Gas Company. 

Second largest item will be $2,000,000 for 
new buildings in Cleveland, housing a mode! 
operating center for laboratories, mechanized 
departments, workshops, supply warehouses 
and customer service organizations. 

The remaining money will be spent for en- 
largement of gas lines within the individual 
communities served and for further explora- 
tion and development of Ohio gas fields. 

The Hope Natural Gas Company, chief sup- 
plier and affiliate of East Ohio, also will spend 

close to $12,000,000 in 1946 for new pipe lines 
and other facilities. 


Aluminum Company Plans 
$30,000,000 Plant 


To D. Jotry, vice president and chief 
engineer of Aluminum Company of Amer- 
ica, has announced the company’s plans for 
the construction of a large new plant near 
Davenport, Iowa, for the rolling of aluminum 
sheet and plate. The plant, which is to cost 
more than $30,000,000, will have the capacity 
to produce more than ten million pounds of 
sheet and plate per month when placed in op- 
eration. Construction is scheduled to begin as 
soon as the project has been approved by the 
Civilian Production Administration, and com- 
pletion of the plant will require approximately 
18 months. 


Bonneville Contract Let 


—— for clearing right-of-way for 
Bonneville Power Administration’s 115,- 
(Continued on page 28) 
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WITH 


SYNTHOL 


INSULATION AND JACKET 





Each of the 7 conductors in the CRESCENT Control 
Cable shown here is insulated with SYNTHOL thermoplas- 
tic and the cable assembly as a whole is protected with a 
SYNTHOL sheath. SYNTHOL is more stable than rubber 
compounds. It is highly resistant to moisture, oils and most 
chemicals and will not support combustion. 


The individual conductors are color coded for easy 
identification. 


CRESCENT Control Cables are widely used for remote 
control operation of motors, circuit breakers and other 
electrical power equipment, and for many types of auto- 
matic or supervisory control circuits. 


teh it 
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CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT 


WIRE and CABLE 
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000-volt transmission line from Shelton to 
Allyn, Washington, has been awarded to F. E. 
Wilder of Olympia on a bid of $59,000. Com- 
pletion of the clearing job along a 100-foot 
right-of-way for the 17-mile, H-frame, wd@d 
pole line is expected to take approximately five 
months. Construction of the line is scheduled 
to start before the end of the year. 

Bonneville engineers also are completing 
surveys preliminary to the construction of 
115,000-volt lines from Chehalis to Olympia, 
Washington, and from Olympia to Shelton. 


Stonhard Issues Booklet 
Of Interést to Utilities 


HE STONHARD CoMPANY, manufacturer of 
building maintenance material, has recent- 
ly published a booklet which is designed to be 
of particular interest to public utilities, Fed- 
eral and state agencies, and municipalities. 
Included in the booklet are clear, concise 
descriptions of the Stonhard products, as well 
as their methods of application and uses. Copies 
may be obtained from the manufacturer, 401 
North Broad Street, Philadelphia,8, Pennsyl- 


vania. 


Joint Bid of $5,988,969 Wins 
Granby Dam Contract 


ou companies, which submitted a joint 
bid of $5,988,969, have been awarded the 
contract for the construction of Granby Dam 
on the Colorado River. The dam, one of a series 
planned by the Bureau of Reclamation for the 
river basin, will be an earth-fill structure, 885 
feet long at its crest and rising 232 feet above 
the bed of the stream. 

The successful bid was that of Granby Con- 
structors of Denver, a joint company made up 
of the following firms: Peter Kiewit Sons 
Company ; Grafe-Callahan Construction Com- 
pany, Condon-Cunningham, and Gunther and 
Shirley, all of Nebraska; Brown and Root, 
Inc., of Texas; Martin Wunderlich, of Mis- 
souri, and Ed. H. Honnen Construction Com- 
pany of Colorado. Work will be started within 
30 days of the date the contractor receives 
notice to proceed. Approximately 42 months 
will be required to complete the dam. 


Traffic Baton 


“Sox SERVICE CorPoRATION, Elizabeth, New 
Jersey, now offers to the public a traffic 
baton of the type made for the United States 
Army. The Traffic Baton is claimed to be more 
effective than a flashlight for night traffic di- 
rection because the entire barrel area is easily 
visible regardless of position. Drivers can 
readily interpret motions and act accordingly. 

The baton consists of a light-barrel and a 
battery case and is approximately 16 inches 
long exclusive of thong. The light-barrel is 
clear lucite around which eighteen, 11/16-inch 
Stimsonite yellow plastic reflector buttons are 
recessed in three rows of six each. Equal light 
distribution is accomplished by special lands 
machined inside the barrel. A black cap is fitted 
to the top of the light-barrel. 


The battery case is provided with a filter 
and a reflector assembly with a standard bulb. 
The yellow lucite filter, placed over the re- 
flector assembly, gives a light contrasting 
sharply with road lights. 

According to the manufacturer, the traffic 
baton is used extensively by fire and water de- 
partments and public utility crews for emer- 
gency night traffic direction. 


Wisconsin Pwr. & Lt. Plans 
Four-Year Program 


ISCONSIN Power AND LiGHT COMPANY, 
W Madison, Wisconsin, has a 4-year con- 
struction program (1946-1949) which is de- 
signed to improve service to existing cus- 
tomers, provide for anticipated new loads, and 
create additional reserves of power. Some of 
the major projects scheduled for completion 
in 1946 include: Completion of Blackhawk 
steam electric generating plant at Beloit; a 45- 
mile, 66,000 volt line from Portage to "Wau- 
toma, with a step-down substation at Mon- 
tello; a 14-mile, 33,000-volt line from Mineral 
Point to Darlington; a 25-mile, 33,000-volt line 
from the Kilbourn power station to Mauston; 
and over 500 miles of farm electric line. 


Pennsylvania Edison To Extend 
Rural Service 


Be PENNSYLVANIA Eprson Company, Al- 
toona, Pennsylvania, plans to extend its 
electric service to rural areas as rapidly as pos- 
sible. The program for 1946 anticipates the 
construction of an additional 300 miles of line 
to bring service to approximately 1,700 new 
customers. The construction of these facilities 
will require an expenditure of about three- 
quarters of a million dollars. 


Tweco Announces New 
Welding Cable Splicer 


A ongua new line of welding cable 

splicers has been announced by the Tweco 
Products Company, Wichita 1, Kansas. The 
new product is a companion to the quick-de- 
tachable connectors already offered by the com- 
pany. 

Tweco cable splicers are claimed to provide 
a quick repair of broken cables or salvaging 
short lengths. A simple clamp cable connection 
on each end of the splicer, with provision to 
solder between the cable ends, assures an effi- 
cient connection. A fibre sleeve covers the 
spliced cable. 

They are made in three sizes to cover the 
full range of welding cables: Size “S” for 
small cables, Size “M” for medium cables, 
and Size “L” for large cables. Full informa- 
tion will be furnished by writing the manu- 
facturer. 


Pole Contract Awarded 


A contract for furnishing 2,200 power 
transmission line poles at a net cost of 
(Continued on page 30) 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





OF BILL ANALYSIS 











AX but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 

Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 

The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 


economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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$152,320.50 has been awarded to the firm of 
Warren Southwest, Inc., of San Francisco. 
The poles will be used in the construction of 
the Phoenix-Tucson 115-kv transmission line, 
a part of the Bureau of Reclamation’s Davis 
Dam project in Arizona and Nevada. 


Empire District Electric Plans 
$5,000,000 Program 


HE Empire District ELecrric COMPANY, 

Joplin, Missouri, estimates that approxi- 
mately $5,000,000 will be needed during 1946, 
1947, and 1948, to provide facilities to meet 
the contemplated growth of its business and 
for general system replacements. 


Parker Appliance Appointment 


a of Henry M. Reese, formerly 
superintendent of the valve and bender 
division of The Parker Appliance Company, 
to be special field sales application engineer, 
is announced by Fred E. Amon, general sales 
manager. Mr. Reese will devote all of his time 
to consultation on valve and fitting problems of 
major industries, including power plant, chemi- 
cal process, refining, machine tool and refrig- 
eration. 


Plans Rural Line Extensions 


Cum. VERMONT Pustic Service Corpo- 
RATION, Rutland, Vermont, hopes to be 
able to complete the construction of approxi- 
mately 800 miles of new rural lines during 1946 
which is estimated to be necessary to reach the 
publicly announced goal of making electricity 
available to substantially all rural residents, 
farms, and businesses in the company’s terri- 
tory. 


G-E Appointment 


F B. Ennis has been appointed manager 
e of manufacturing of the General Elec- 
tric Company’s wiring device division, accord- 
ing to an announcement by W. Stewart Clark, 
manager of manufacturing for the G-E Appli- 
ance & Merchandise Department. 


Construction Loans Announced 


ONSTRUCTION loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity—recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Wiregrass Electric Codperative, Inc., Hart- 
ford, Ala., $635,000. 

Coosa Valley Electric Codperative, 
Talledega, Ala., $355,000. 

Ashley-Chicot Electric Codperative, Inc., 
Hamburg, Ark., $190,000. 

Morgan County Rural Electric Association, 
Fort Morgan, Col., $540,000. 
Union Rural Electric 

Brighton, Col., $393,000, 
me Electric Codperative, Sumterville, 
Fla., $494 
Walton Electric Membership Corp., Monroe, 
Ga., $341,000. 
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Inc., 


Association, Inc., 


Snapping Shoals Electric Membership Corp., 
Covington, Ga., 1,000. 

Central Geor oF on Electric Membership Corp., 
Jackson, Ga., $ 

Illinois Rural Electric Codperative, Win- 
chester, Ill., $175,000. 

Menard Electric Cooperative, Petersburg, 
Ill., $500,000. 

Edgar Electric Codperative Association, 
Paris, Ill., $325,000. 

Egyptian Electric Codperative Association, 
Steeleville, I1l., $280,000. 

Monona County Rural Electric Codperative, 
ase Iowa, $80,000. 

S. & O. Rural Electric Codperative As- 

adnan Inc., Solomon, Kan., $411,000. 

Teche Electric Cooperative, Inc., Centerville, 
La., $77,000. 

Southwest Louisiana Electric Membership 
Corp., Lafayette, La., $204,000. 

Tri-County Electric Codperative, Portland, 
Mich., $72,000. 

Carlton County Codperative Power Associa- 
tion, Kettle River, Minn., $670,000. 

Singing River Electric Power Association, 
Lucedale, Miss., $685,000. 

New- Mac Electric Codperative, Inc., Neosho, 
Mo., $266,000. 

Laclede Electric Codperative, Lebanon, Mo., 
$83,000. 

Custer County Public 
Broken Bow, Nebr., $176,000. 

Roanoke Electric Membership Corp., Rich 
Square, N. C., $490,000. 

Jones- Onslow Electric Membership Corp., 
Jacksonville, N. C., $44,000. 

South River Membership Corp., Stedman, 
N. C., $50,000 

Four- County Electric Membership Corp., 
Burgaw, N. C., $73,000. 

Pee Dee Electric Membership Corp., Wades- 
boro, N. C., $441,000. 

West Plains Electric Codperative, Inc., Dick- 
inson, N. D., $500,000. 

Adams Rural Electric Cooperative, Inc., 
West Union, Ohio, $233,000. 

Northfork Electric Codperative, Inc., Sayre, 
Okla., $138,000. 

Rural Electric Codperative, Inc., Lindsay, 
Okla., $315,000. 

Canadian Valley Electric Codperative, Inc., 
Seminole, Okla., $129,000. 

Aiken Electric Codoperative, Inc., Aiken, S. 
C., $342,000. 

Lincoln-Union Electric Co., Alcester, S. D., 


Power District, 


West River Electric Association, Inc., Wall, 
S. D., $80, 
Gibson County Electric Membership Corp., 
Trenton, Tenn., $500, 

Sequachee Valley Electric 
South Pittsburg, Tenn., $545,000. 

Belfalls a Cooperative, Inc., Rosebud, 
Texas, $145,000 

Northern Piedmont Electric Codperative, 
Culpeper, Va., $80,000. 

Sg "Power ‘Cooperative, LaGrosse, 
Wis., $3,380. 

Grant ane Codperative, Lancaster, Wis., 


Codperative, 


(Continued on next page) 
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San Luis Valley Rural Electric Codperative, 
Inc., Monte Vista, Colo., $288,000. 

Jefferson County Electric Membership 
Corp., Louisville, Ga., $245,000. 

Wayne-White Counties Electric Codpera- 
tive, Fairfield, Ill., $570,000 

Summer-Cowley Electric Codperative Asso- 
ciation, Inc., Wellington, Kan., 000. 

Norton-Decatur Codperative Electric Mem- 
bership Company, Inc., Norton, Kan., $301,000. 

peng 2. Electric Membership Corp. Natchi- 
toches, La., $585,000. 

Lewis County Rural Electric Codperative 
Association, Monticello, Mo., 

Ozark Border Electric Cooperative, Poplar 
Bluff, Mo., $221,000. 

West Central Electric Codperative, Inc., Hig- 
ginsville, Mo., $150,000. 

Osago Valley Electric ~ aan Associa- 
tion, Butler, Mo., $287 

Barry Electric aa Inc., Cassville, 
Mo., $177,000 

West Oregon Electric Codperative, Inc., 
Vernonia, Ore., $190 

Coleman County Rural Electric Cooperative, 
Inc., Coleman, Tex., $287,000. 

Victoria County Electric Coéperative Com- 
pany, Victoria, Tex., $117,000 

Public Utility District No. One of Ferry 
County, Republic, Wash., $90,000. 

Adams-Marquette Electric 
Adams, Wis., $230,000. 

Garland Light and Power Company, Powell, 
Wyo., $40,000. 

Black Warrior Electric Membership Corp., 
Demopolis, Ala., $600,000. 

Clay Electric Cooperative, Inc., Keystone 
Heights, Fla., $584. 

Satilla Rural "Electric Membership Corp., 
Alma, Ga., $436,000. 

Coweta-Fayette Electric Membership Corp., 
Newman, Ga., $352,000 

Tri-County Electric Cooperative, Inc., Mt. 
Vernon, IIl., $525,000. 

Nishnabotna Valley Rural Electric Codpera- 
tive, Harland, lowa, $50,000 

Sedgwick County Electric Setgeesive As- 
sociation, Inc., Goddard, Kan., $10,000. 

Ninnescah Rural Electric "Association, Inc., 
Pratt, Kan., $353,000 

Pennyrile Rural Electric Codéperative Corp., 
Hopkinsville, Ky., $545,000. 

Washington-St. Tammany Electric Codpera- 
tive, Inc., Franklinton, La., 

Tallahatchie Valley Electric Power Associa- 
tion, Batesville, Miss., $500,000. 

Gascosage Electric ’ Codperative, Dixon, Mo., 


Cooperative, 


Yellowstone Valley Electric Codéperative, 
Inc., Huntley, Mont., $55,000. 

Midwest Electric "Membership Corp., Grant, 
Neb., $200,000. 

Nodak Rural Electric Codperative, 
Grand Forks, N. D., $550,000. 

Adams Electric "Codperative, Inc., Gettys- 
burg, Pa., $50,000 

Jackson Electric Codperative, Inc., La Ward, 
Tex., $321,000. 

Limestone County Electric Codperative, Inc., 


Inc., 
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Mart, Tex., $102,000. 

Greenbelt Electric Codperative, Inc., Wel- 
lington, Tex., $100,000 

Nueces Electric Codperative, Inc., Robstown, 
Tex., $275,000. 

Cap Rock a Codperative, Inc., Stan- 
ton, Tex., $150. 

Stevens Sea Electric Codperative, Inc., 
Colville, Wash., $110,000. 

Washington Island Electric Coéperative, 
Washington Island, Wis., $102,870. 

Head of the Lakes Cosperative Electric As- 
sociation, Superior, Wis., $200, 

Mesa Electric Cobptaaen | Inc., Phelan, 
Calif., $270,000. 

The Glades Electric Coéperative, Inc., Moore 
Haven, Fla., $240,000. 

$460,- 


Colquitt Electric Co., 
000. 

Hart County Electric Membership Corp., 
Hartwell, Ga., $264,000. 

Eastern Iowa Light and Power Coéperative, 
Davenport, Iowa, $475,000 

C. & W. Rural Electric Coéperative Assoc., 
Inc., Clay Center, Kan., $337,000. 

Nemha-Marshall Electric Codperative As- 
sociation, Inc., Axtell, Kan., $345,000. 

Ark Valley Electric Codperativé Association, 
Inc., Hutchinson, Kan., $100,000. 

Cumberland Valley Rural — Codépera- 
tive Corp., Corbin, Ky., $478 

Ontonagon County Rural Mitiiiceten As- 
sociation, Ontonagon, Mich., $192,000. 

Fruit ‘Bo 000. Electric Codperative, Cassopolis, 
Mich., y 

Four- County Electric Power Association, 
Columbus, Miss., $355,000. 

East Mississippi Electric Power Association, 
Meridan, Miss., $525, 

Tri- County Electric ‘Codperative Associa- 
tion, Lancaster, Mo., $334,000. 

Piatte-Clay Electric Codperative, Inc., Platte 
City, Mo., $291,000. 

Cedar-Knox County Rural Public Power 
District, Hartington, Neb., $370,000. 

Niobrara Electric Membership Association, 
Hay Springs, Neb., $489,000. 

Randolph Electric Membership Corp., Ashe- 
boro, N. C., $414,500. 

Alfalfa Electric Codperative, Inc., Cherokee, 
Okla., $274,000. 

Red River Valley Electric Association, 
Marietta, Okla., $46,000. 

Choctaw Electric Codperative, Inc., 
Okla., $50,000. 

James River Valley Electric Association, 
Aberdeen, S. D., $300,000. 
p seas 000 Electric Association, Inc., Huron, S. 

Volunteer Electric Coéperative, 
Tenn., $531,000. 

Magic Valley Electric Codperative, Inc., 
Mercedes, Tex., $187; 

North ‘Plains Electric Codperative, Inc., 
Perryton, Tex., $200,000. 

Columbia Rural ee Coéperative, Col- 
umbus, Wis., $155 

Eau Claire Fiecirie ‘Codperative, Eau Claire, 
Wis., $150 

Winstead Rural Electric 
Wheatland, Wyo., $260,000 


Moultrie, Ga., 


Hugo, 


Decatur, 


Association, 
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revenues, 780. 


CIVIL SERVICE, 
Improved procedure undertaken by Los An- 
— Department of Water and Power, 


COAL, 
Electricity out of, 412. 


COLUMBIA VALLEY AUTHORITY, 
Idaho water users opposed to, 293. 
Sponsors outline provisions of bill, 184. 


COMMISSIONS, 
Regulatory outlook under Supreme Court 
rulings, 743. 
Trends in regulation, 289. 
What the state commissioners are thinking 
about, 42 


COMMONWEALTH & 
CORPORATION, 
Integration plans, 234, 567. 


COMMUNISM, 
CIO Government Workers’ Union goes pro- 
Russian, 691. 
Which will prevail—communism or democ- 
racy, 710. 


CONGRESS, 

Action on pending bill to grant Rural Eleéc- 
trification Administration additional funds, 
291. 

Hearings on Holding Company Act, 113, 
JUD. 

Senators debate need of California power 
line, 239. 


CONSTRUCTION, 
New construction activity by type, 235. 


CONSUMERS AND PATRONS, 
Consumers’ views on natural gas, 570. 
Electrical industry out for consumer’s dol- 

lar, 811. 
— prediction of rate change results, 
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Winter heating and summer cooling from 
same equipment, 513 
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OOPERATIVES, 

Challenge of, 80. 

Charges against government finance con- 
struction of power generating and trans- 
mission facilities, 33. 

Co-op sales cause stir, 294. 

Cream skimming criticized, 358. 

Full-scale development of power facilities on 
Interior Department projects and encour- 
agement of public and codperative dis- 
tribution, 167. 

Public service commission opposes SWPA 
project, 625. 

Stoneman urges REA-utility codperation, 
305 


Urban operations of REA draw congres- 
sional fire, 492. 

Warned of opposition at NRECA conven- 
tion, 424. 


CORPORATIONS, 
Public economic illiteracy—corporate man- 
agement’s problem, 706 


COURTS, 
Regulatory outlook under Supreme Court 
rulings, 743. 


DEMOCRACY, 
Which will prevail—communism or democ- 
racy, 710. 


DEPRECIATION, 
— charts relating to depreciation, 


Illustration of retirement forecast method 
as applied to one item or year group of 
property, 73. 

Need straight-line reserve be excessive, 399. 

Rate development—group plan, 401. 

= development—unit-summation plan, 


Reserve ledger page—group plan, 403. 
Reserve-requirement computations, 407. 
Reserve-requirement ratio according to 
successive years of life of survivors un- 
der four methods described, 409. 
Retirement forecast method of gauging, 69. 
Straight-line reserve again an issue, 701. 


DIVIDENDS, 

Electric-gas holding company stocks, 41, 
303, 369. 

Electric-gas operating company stocks, 783. 

Manufactured-gas company stocks, 112, 435. 

Natural gas and mixed gas utility compa- 
nies, 566. 

Natural gas stocks, 178, 566. 

Transit stocks, 238 


DOGS, 
Bow-wow, Mister Meterman, 213. 


EARNINGS, 
December earnings figures favorable, 500. 
a gS holding company stocks, 41, 
9. 
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EARNINGS—continued. 


Manufactured-gas company stocks, 112, 435. 

Natural gas and mixed gas utility compa- 
nies, 178, 566. 

Price-earnings ratios, 501. 

Remarkable gains in 1946 utility earnings 
reports, 630. 

The 1946 outlook for, 364. 

Transit stocks, 238. 


ECONOMICS, 


Public economic illiteracy—corporate man- 
agement’s problem, 7 


ECONOMY, 


Government to economize—but, how much, 
574. 


EDISON ELECTRIC INSTITUTE, 


President Kellogg checks past and looks 
ahead, 307. 


ELECTIONS, 


Results of municipal electric plant elections, 
762, 763 


ELECTRICITY, 


Atomic energy possibilities, 576, 734. 

Average rate, kilowatt-hour customer, and 
revenue customer relationships, 470 

EEI President Kellogg checks past and 
looks ahead, 307. 

Graphs showing relationship between rates 
and consumption, 466, 468, 473, 475. 

Heating by, 174, 368, 513, 701. 

If REA grows too generous, 614. 

Industry out for consumer’s dollar, 811. 

Interior Department official talks about 
“cheap power,” 437. 

Japan’s two-bit power outfit, 663. 

a hours will grow with farm income, 

4, 

Leaders in new era of electric service, 14. 

Load dispatcher, 352. 

Major privately owned electric utilities, 108. 

Motor applications to farm work, 555. 

Municipal plant threat, 759. 

New power demands will spring from post- 
war industry, 677. 

Outlook of electric utilities under inflation, 


Precise prediction of rate change results, 


Private company in accord with US power 
agencies, 622. 

Production from coal, 412. 

Public and private operation of electric 
plants compared, 729. 

Public power pendulum in Pacific North- 
west, 483 

Public service commission opposes SWPA 
project, 625. 

Regulatory outlook under Supreme Court 
rulings, 743. 

Report on Bonneville, 359. 

Rural electrification job remaining to be 
done, 149. 
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ELECTRICIT Y—continued. 
Senators debate need of California power 
line, 239 
Service in nation’s metropolis, 574. 
Table showing net income, distribution of 
families, and accumulated percentage in 
connection with rates and consumption, 


Translating electric power into oil for war, 
827 


Urban operations of REA draw congres- 
sional fire, 492. 

Utilities sponsor research to develop use of 
heat pump, 513 

Vast electric power empire disclosed in In- 
terior’s latest annual report, 


EMPLOYEES, 
See Labor. 


FARMS, 
See Agriculture. 


FEDERAL COMMUNICATIONS COM- 
MISSION, 
Radio in the utility field, 343. 

FEDERAL POWER COMMISSION, 
Consumers’ views on natural gas, 570. 
Hears additional views on natural gas, 370. 
Natural gas regional hearings end, 704. 
Recommendation as to revision of Holding 

Company and other acts, 267. 
Regulatory outlook under Supreme Court 
rulings, 743. 
Review of utilities’ financial record, 107. 
FINANCES, 
See Securities. 

GAS, 

Congress to settle dispute over big pipe 
lines, 556 

Consumers’ views on, 570. 

Conversion of government oil pipe lines for 
transportation of natural gas, 166. 

oe hears additional views on natural gas, 
370. 


FPC natural gas regional hearings end, 704. 

Industry in rapid expansion, 564. 

More gas for more people urged at INGAA 
meeting, 577 

Natural gas stocks, 178. 

Progress reported on tests of high-tempera- 
ture gas turbine, 578. 

Service in nation’s metropolis, 574. 

GOVERNMENT, 

CIO Government Workers’ Union goes pro- 
Russian, 691. 
Government to economize—but, how much, 
Interior Department 
“cheap power,” 
Krug offers cooperation with private enter- 
prise, 495. 

Krug takes Interior’s reins without policy 
commitment, 423. 

Lobbying activities, 784. 

— government-owned utilities be taxed, 


official talks about 
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GOVERN MENT—continued. 
Vast electric power empire disclosed in In- 
terior’s latest annual report, 
Which will prevail—communism or democ- 
racy, 710. 


HEARINGS, 
Rule of law under Federal agencies, 703. 


HEATING, 
House heating by electricity, 174. 
More about house heating, 368 
Progress with the heat pump, 701. 
Utilities sponsor research to develop use of 
heat pump, 513 


HOLDING COMPANIES, 

Commonwealth & Southern integration plan, 
234, 567. 

Integration of utilities in regional system 
and adoption of sliding-scale basis of rate 
making, 267. 

New North American plan, 633. 

Table showing electric-gas holding company 
stocks, 41. 

Table showing holding company preferred 
stocks, 634. 


HOLDING COMPANY ACT, 
Geographic integration requirements, 234. 
Hearings on, 113, 506, 
Nonprofit subterfuge for acquiring public 
utilities, 135, 201, 282. 
Revision advocated, 267. 


INCOME, 
Decline in investment income, 505. 
> omets shares of private production, 


1944 income account of all privately owned 
electric utilities, 94. 

Proportion of national income assigned to 
— small business, corporations, etc., 


Table showing net income, distribution of 
families, and accumulated percentage in 
connection with rates and consumption, 
470. 


INFLATION, 
Outlook of electric utilities under, 92. 


INTEREST, 
Decline in interest rates, 300. 
Potential dangers of low money rates, 503. 


IRRIGATION, 
Summary of Bureau of Reclamation post- 
war inventory of projects, 443. 


JAPAN, 
Two-bit power outfit, 663. 


LABOR, 

CIO Government Workers’ Union goes pro- 
Russian, 691. 

Employee relations as viewed by a super- 
visor, 818 

Improved civil service procedure undertaken 
by Los Angeles Department of Water and 
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LABOR—continued. 
oo of national income assigned to, 


Strike of Western Union Telegraph work- 
ers, 173, 295. 

Strikes and the cost of living, 415. 

Union activities, 296, 297. 


LAW 
Rule of law usurped by Federal agencies, 
03. 


LEGISLATION, 

Lobbying purposes and success, 784. 

Recommendation as to revision of Holding 
Company and other acts, 267. 

Senators debate need of California Federal 
power line, 239. 

Sponsors outline provisions of Columbia 
Valley Authority bill, 184. 


LOS ANGELES, 
Improved civil service procedure undertaken 
by Los Angeles Department of Water and 
Power, 221 


METERMAN, 
Bow-wow, Mister Meterman, 213. 


MOTOR CARRIERS, 
by «4 and probable postwar urban transit, 


MUNICIPAL PLANTS, 

Improved civil service procedure undertaken 
by Los Angeles Department of Water and 
Power, 221. 

Municipal plant vote unfavorable, 495. 

New York city’s subway, 531, 644. 

— to electric light and power industry, 


MUSICIANS, 
Congressional restriction on Petrillo, 563. 


NATIONAL ASSOCIATION OF ELEC- 
TRIC COMPANIES, 
Public and private operation of electric 
plants compared, 729 


NATIONAL RURAL ELECTRIC COOP- 
ERATIVE ASSOCIATION, 
Co-ops warned of opposition at NRECA 
convention, 424. 


NATURAL GAS, 
See Gas. 
NEW YORK CITY, 
Electric and gas service in nation’s metrop- 
olis, 574. 
Subway snafu, 531. 
Subways need 10-cent fare, 644. 


NONPROFIT SUBTERFUGE, 

For acquiring public utilities, 135, 201, 282. 
NORTH AMERICAN COMPANY, 

New integration plan, 


OCEAN, 
Oil from Davy Jones’ locker, 477. 
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OFFICE OF PRICE ADMINISTRATION, 
OPA and public utility rates, 597. 


OIL, 
Congress to settle dispute over big pipe 
lines, 556. 
From Davy Jones’ locker, 477. 
eee electric power into oil for war, 


PATERSON, 
Alexander Hamilton’s company sold to city 
of, 158, 
PERSONNEL, 
See also Labor. 
Leaders in new era of electric service, 14. 


PETRILLO, JAMES C., 
Congressional restriction on Petrillo, 563. 


PIPE LINES, 
Congress to settle dispute over big pipe 
lines, 556. 
Conversion of government oil pipe lines for 
transportation of natural gas, 166 


PREFERRED STOCK, 
Holding company preferred stocks, 633. 
Refinancing of, 603. 


PRICES, 
Strikes and the cost of living, 415. 


PRIVATE ENTERPRISE, 
System threatened, 299. 


PROSPECTUSES, 
Pro forma figures in, 176, 236. 


PUBLIC OWNERSHIP, 

Alexander Hamilton’s company sold to city 
of Paterson, 158. 

Bonneville rates defended, 293. 

Interior Department official 
“cheap power,” 437. 

Municipal plant threat, 759. 

Municipal plant vote, 495. 

Nationalization of banks an early phase of 
state socialism, 709. 

New York city’s subways, 531, 644. 
Public and private operation of electric 
plants compared, 729. 
Public power pendulum in the Pacific 
Northwest, 483. 

Radio in the utility field, 343. 

Recommendation as to revision of Holding 
Company and other acts, 267. 

Report on Bonneville, 359. 

Saratoga decision on taxing public power 
agencies, 233. 

Senators debate need of California power 
line, 239. 

Socialism in Australia, 311. 

Taxation of government-owned utilities, 333. 

Vast electric power empire disclosed in In- 
terior’s latest annual report 

Washington utility outlook for 1946, 3. 

Washington << worry Valley Aw- 
thority foes, 3 


PUBLIC RELATIONS, 
Grass roots public relations, 550. 


talks about 
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PUBLIC RELATIONS—continued. 
Public economic illiteracy—corporate man- 
agement’s problem, 706. 
Public relations and selling confront utility 
companies, 180 


PUBLIC UTILITIES, 
Annual reports trend toward graphic style, 
636. 


Challenge of codperatives, 80. 

Charges in lieu of taxes, = 

Earnings outlook for 1946, 364 

Local research facilities available to South’s 
utilities, 643. 

Municipal plant threat, 759. 

— subterfuge for acquiring, 135, 201, 


OPA and public utility rates, 597. 

Public economic illiteracy—corporate man- 
agement’s problem, 706. 

Public relations, 180, 550. 

Radio in the utility field, 343. 

a urges REA-utility codperation, 


Washington outlook for 1946, 3. 
What the state commissioners are thinking 
about, 42. 


RADAR, 
Extended use in peace and benefits to trans- 
portation, 23. 


RADIO, 

Congressional restriction on Petrillo, 563. 

Development of frequency modulation (FM) 
and television -confronting radio broad- 
casting industry, 103. 

FM broadcasting, 173. 

In utility field, 343. 

Mobile radiotelephone service, 350, 629. 

Overseas radio telephone circuit, 104. 

— channel applications in telephone field, 
34 ° 


Two-way radiotelephone communication 
from taxicabs, 499. 
RATES, 


Average rate, kilowatt-hour customer, and 
revenue customer relationship, 470. 

Bonneville rates defended, 293. 

Graphs showing relationship between rates 
and consumption, 466, 468, 473, 475 

Higher construction costs as a factor, 38. 

New York subways need 10-cent fare, 644. 

OPA and public utility rates, 597. 

— prediction of rate change results, 


Recommendation as to revision of Holding 
Company and other acts, 267. 

Station-to-station basis of rate making, 560. 

Telegraph rate increase to offset wage 
boosts, 496. 

TVA rates “objectively conservative,” 306. 

= Union Telegraph Company Case, 


What the state commissioners are thinking 
about, 42 


RECLAMATION, ST. 
Columbia basin settlement studies issued b De 
Reclamation Bureau, 185. Hi 
Contracts for construction projects, 166. Se 


Private company in gccord with US powe 











agencies, 622. El 

Summary of Bureau of Reclamation post- 
war inventory of projects, 443. El 

RECONVERSION, Es 
Washington utility outlook for 1946, 3. . 

REFINANCING, ) 
Estimated cost of call and retirement of H. 

$12,000,000 par value of preferred stock M 
and issue and distribution of like amount N: 
of new preferred stock, 612. 

REGULATION, Pi 
Outlook under Supreme Court rulings, 743. 
Trends in, 289. Pi 

REPORTS, Py 
Annual reports of utilities trend toward 

graphic style, 636. Py 

Charges in lieu of taxes, 685. 

Vast electric power empire disclosed in In- R 
terior’s latest annual report, 440. T. 

RETIREMENT, 

Retirement forecast method of gauging: de- mr 
preciation, 69. ¥ 

RIVERS, U 
President Truman’s report, 225. 

RURAL ELECTRIFICATION, SEC 
See also Codperatives. 

Big job on farms to mechanize chores elec- Se 
trically, 310. 

Carrier phone arrives—via REA, 28. SOC 

Charges against government finance con- St 
struction of power generating and trans- N 
mission facilities, 33. 

Congressional action on pending bill to grant Q 
Rural Electrification Administration addi- Si 
tional funds, 291. 

Co-ops warned of opposition at NRECA § SOl 


convention, 424. 
If REA grows too generous, 614. P 
ws remaining to be done, 149. 
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Administration, 99. 
ba nook of = ownership and rural electri- § ST! 
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ST. LAWRENCE WATERWAY, 
Development held vital to New York, 292. 
Hearings on, open, 357. 

Senators study project, 559. 


SECURITIES, 
oe holding company stocks, 41, 303, 


Electric-gas operating company stocks, 783. 

Estimated cost of call and retirement of 
$12,000,000 par value of preferred stock 
and issue and distribution of like amount 
of new preferred stock, 612. 

Holding company preferred stocks, 633. 

Manufacturéd-gas company stocks, 112, 435. 

Natural gas and mixed gas utility compa- 
nies, 178, 566. 

Price-earnings ratios for 26 utility compa- 
nies’ stocks, 501 

Prospectuses should contain pro forma fig- 
ures, 176. 

Public utility security offerings in first quar- 
ter of 1946, 569 

Public utility security offerings in second 
half of 1945, 237 

Refinancing preferred stock, 603. 

Table showing holding company preferred 
stocks, 634. 

Transit stocks, 238. 

=a utility operating company stocks, 


Utility analyses by Wall Street firms, 366, 
431, 502, 630, 779. 
SECURITIES AND EXCHANGE COM- 
MISSION, 
See Holding Company Act. 


SOCIALISM, 
See also Public Ownership. 
Nationalization of banks an early phase of 
state socialism, 709. 
Question of failure in Australia, 311. 
Socialist group urges promotion of “demo- 
cratic collectivism,” 313. 
SOUTHWESTERN POWER ADMINIS- 
TRATION, 
ae service commission opposes project, 


STATES, 
Nonprofit corporation as instrumentality of 
state, 135 
Saratoga decision on taxing public power 
agencies, 233. 


STRIKES, 
Strikes and the cost of living, 415. 
Western Union Telegraph workers, 173, 295. 


SUBSIDIES, 
Recommendation as to revision of Holding 
Company and other acts, 267. 
SUBWAYS, 


New York city’s subway snafu, 531. 
New York subways need 10-cent fare, 644. 


SUPREME COURT, 
Regulatory outlook under Supreme Court 
rulings, 743. 
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TABLES, 

Average rate, kilowatt-hour customer, and 
revenue customer relationship, 470. 

Comparative values of energy sources, 736. 

Computation of indicated depreciation ac- 
crual on total amount scheduled for re- 
tirement in 1946 from poles, towers, and 
fixtures account, 76. 

Computation of indicated depreciation ac- 
crual on two turbo-generator units sched- 
uled for retirement in 1950 by retirement 
forecast method, 75. 

~ sm rate development, 401, 403, 405, 


Electric-gas holding company stocks, 369. 
— operating company stocks, 303, 


= cost of call and retirement of 
$12,000,000 par value of preferred stock 
and issue and distribution of like amount 
of new preferred stock, 612. 

Manufactured gas company stocks, 112. 

Natural gas and mixed gas utility compa- 
nies, 178, " 

1944 income account of all privately owned 
electric utilities, 94. 

1946 utility earnings, 631. 

Number of municipal electric plants in 
United States, 760. 

Price-earnings ratios for 26 utility compa- 
nies’ stocks, 501 

Proportion of national income assigned to 
— small business, corporations, etc., 


Replacement market for household appli- 
ances, 185 

State data on farm telephone service and 
REA customers, 31. 

Summary of Bureau of Reclamation post- 
war inventory of projects, 443. 

Table showing net income, distribution of 
families, and accumulated percentage in 
pee with rates and consumption, 
470. 

Transit stocks, 238. 

TAXES, 

Charges i in lieu of, 685. 

Chart showing corporate profits before and 
after Federal and state income and excess 
profits taxes, 702. 

Saratoga decision on taxing public power 
agencies, 233. 

—_ government-owned utilities be taxed, 


Tax savings in 1946 not yet discounted 
marketwise, 501. 


TAXICABS, 


Two-way radiotelephone communication 


from taxicabs, 499. 


TELEGRAPH, 


Rate case of Western Union Telegraph 
Company, 693. 

Strike of Western Union Telegraph work- 
ers, 173, 295. 

Telegraph rate 
boosts, 496 


increase to offset wage 
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TELEPHONES, 
Carrier phone arrives—via REA, 28. 
Dial installations, 172. 
Mobile radiotelephone service, 629. 
— of New York Telephone Company, 


9. 

Radio in the utility field, 343. 
State data on farm telephone service and 

REA customers, 31. 
Station-to-station basis of rate making, 560. 
—» conversation recording devices, 
Two-way radiotelephone communication 
from taxicabs, 499. 


TELEVISION, 
Development of frequency modulation 
(FM) and television confronting radio 
broadcasting industry, 103. 


TENNESSEE VALLEY AUTHORITY, 
Denver Post TVA series, 690. 
TVA rates “objectively conservative,” 306. 
Unveils new farming aids at machinery ex- 
hibit, 624. 
Washington whispers worry Valley Author- 
ity foes, 356. 


TRANSPORTATION, 
New York city’s subway snafu, 531. 
Radar possibilities, 23. 
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TRANSPORTATION—continued. 
Transit stocks, 238. 
be? and probable postwar urban transit 


UNIONS, 
See Labor. 


VALUATION, 
What the state commissioners are thinking 
about, 42. 


WAGES, 
See also Labor. 
Strikes and the cost of living, 415. 
Telegraph rate increase to offset wage 
boosts, 496 
WALL STREET, 
Utility analyses by Wall Street firms, 366, 
431, 502, 630. 


WAR, 
ae electric power into oil for war, 


WASHINGTON, 
Station-to-station basis of rate making, 560. 
Utility outlook for 1946, 3. 
WATERWAYS, 
St. Lawrence development held vital to New 
York, 292 
Senators study St. Lawrence seaway, 559. 
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fublic utilities rely on 
Yob-Kated dependability 


ey’ve found ...as YOU’LL find... 
at when trucks fit the job... 

» You get more dependable performance 
« You enjoy greater economy 

+ Your trucks last longer! 

dge Job-Rated trucks give you these 
vantages ... because they’re engineered 
d built to fit your job. Your Job-Rated 


truck will have an engine that’s “‘sized”’ 
for your loads. It will have the right trans- 
mission, clutch and every other unit to 
give YOU better transportation ... at 
lower cost. Ask owners how well Dodge 
Job-Rated trucks “stood up” through four 
years of war—and you’ll need no further 
urging to see your Dodge dealer about a 
truck to fit your job! 





ODGE DIVISION OF DODGE““TRUCKS 


RYSLER CORPORATION 


FIT THE JOB... LAST LONGER 














13,000 
AMERICAN COMMUNITIES 





Inadequate sewage treatment is danger- 
ous to health, detrimental to natural. re- 
sources, and damaging to property values. 
Clean, unpolluted streams are a continuing 
asset helping to attract new industries, pro- 
tect agriculture, and improve recreation. 
Yet almost 13,000 American communities 
still need new or revamped sewage systems and 
treatment plants. 

Here, then, is tremendous opportunity for 
forward-looking planning by civie leaders, 
municipal engineers, and all others interested 
in regional industrial development. To the 
electric utility, it offers an unequalled chance 
for practical leadership in local progress. 

To help you take the lead in this field. 





YOU can use his 
full-color motion picture to stin 
action by community leaders. % 


General Electric has prepared a ful 
sound motion picture with the hel 
leading sanitary engineers and hea 
thorities. You can show it as part: 
integrated program for action to 
groups. Backed by a useful) man 
Modern Sewage Treatment—it I P 4 i 
the groundwork for new electrification 
will pay dividends in Rwaha Bet 


for years to come. 

Your local G-E. rep 
glad to co-operate with yor 
tion of this program to y 
engineers and to civic grouy 
Check with him for details of 
take. the Tit oe het same 
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